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V. Overview of Final Regul ation

This final rule sets forth the nethodol ogy for the
national PPS applicable to all Medicare honme health
services covered under both Part A and Part B. This
final rule incorporates a national 60-day epi sode paynent
for all of the reasonable costs of services furnished to
an eligible beneficiary under a Medicare home health plan
of care. This section describes the conmponents of the
nati onal 60-day epi sode paynent and the nethodol ogy and
data used in computation.

A. Costs and Services Covered by the Paynent

The prospective paynment applies to all home health
services set forth in section 1861(m of the Act that are
covered and paid on a reasonabl e cost basis under the
Medi care hone health benefit (except osteoporosis drugs
as defined in 1861(kk) which are paid outside PPS) as of
the date of the enactnment of the BBA, including nedical
supplies. DME is a covered hone health service that is
not currently paid on a reasonable cost basis, but is
paid on a fee schedul e basis when covered as a hone
heal th service under the Medicare honme health benefit.
Under the HHA PPS, DME covered as a honme health service

as part of the Medicare home health benefit will continue
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to be paid under the DME fee schedule. A separate
paynment anmount in addition to the prospective paynent
amount for honme health services will be made for DME
currently covered as a hone health service under the PPS.
Al t hough the covered osteoporosis drug under the hone
heal th benefit is currently paid on a reasonabl e cost
basis, section 4603(c)(2)(A) of the BBA anmended section
1833(a)(2) (A of the Act to specifically exclude it from
t he prospective paynent rate. In addition, unlike DVE
which is now excluded fromthe statutorily required
consolidated billing requirement, the osteoporosis drug
is included in the consolidated billing requirenents.

B. Dat a Sources Used for the Devel opnent of the Paynent

1. Audited Cost Report Data
Audi t Sanpl e Met hodol ogy

As discussed in the response to comments section, we
provi ded an additional time period for internmediaries
serving providers in the audited sanple to resubmt
audi ted cost reports ending in FY 1997 if the cost
reports had been appeal ed and reopened. This provided us
with the opportunity to include revised data in the
calculation of the final rates if any of the audited cost

reports in the original sanple had been appeal ed,
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reopened or revised as of January 2000. The result was
t hat we added an additional seven providers from whom we
have audited cost report data for FY 1997, resulting in a
total of 574 cost reports that have been used in the
final rate calculations in this rule. The "wi ndow of
opportunity” resulted in an additional seven audited cost
reports. Although the new total nunber of audited cost
reports increased to 574, however, we used only 563 of
the 574 providers in the devel oping of the inpacts. From
1997 to 1998, 11 of the 574 providers either closed or
merged with another provider. As stated above, we are
using CY 1998 utilization data in the PPS rate
cal cul ation. There was not 1998 utilization data to
match to the audited cost report data for the 11
provi ders that closed or nerged.

I Updating to Septenber 30, 2001

Before conmputing the average cost per visit for each
di sci pline that would be used to calcul ate the
prospective paynent rate, we adjusted the costs fromthe
audit sanple by the | atest avail able market basket
factors to reflect expected cost increases occurring
bet ween the cost reporting periods ending in FY 1997 to

Septenmber 30, 2001. Miltiplying nomnal dollars for a
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given FY end by their respective inflation adjustnment
factor will express those dollars in the dollar |evel for
the FY ending Septenber 30, 2001. Therefore, we
multiplied the total costs for each provider by the
appropriate inflation factor shown in the table bel ow
See section IV.B. 2. of this regulation for a detailed
description of the market basket.

I Nonroutine Medical Supplies Paid on a Reasonabl e
Cost Basis Under a Honme Health Plan of Care

Bef ore conputing the average cost per episode for
non-routine nedical supplies paid on a reasonabl e cost
basis under a honme health plan of care, we also adjusted
the audited cost report data for nonroutine nedical
supplies using the | atest nmarket basket factors to
reflect expected cost increases occurring between the
cost reporting periods ending in FY 1997 to Septenber 30,
2001.

! Adjusting Costs for Providers |Inpacted by the
Per-Visit Limts

For cost reporting periods ending in FY 1997,
Medi care recogni zed reasonabl e costs as the | ower of the
provider’s actual costs or the per-visit limt applied in

t he aggregate for the six disciplines. Because sone
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providers’ costs were higher than the per-visit limts
applied in the aggregate for the six disciplines, it was
necessary to adjust their costs in order to reflect only
t hose costs on which the provider’s paynent was based.
The adjustnment factor was cal cul ated by dividing a
provider’s total visit |limt by the total Medicare costs,
but only if the total visit limt was |ess than the total
Medi care costs. For those providers who were not
i npacted by the visit limt, (that is, those subject to
t heir actual reasonable costs) no adjustnent was
necessary and the adjustnent factor was set equal to one.
The adjustnent factor was applied to each provider’s
total costs for each discipline. Sunmm ng each provider’s
updat ed, wei ghted, and adjusted total costs by the sum of
visits for each discipline results in the non-
st andar di zed, updated, weighted, and visit |limt adjusted
average cost per visit by discipline.
2. Hone Health Agency Market Basket | ndex

The data used to devel op the HHA PPS paynents were
adjusted using the | atest avail able market basket factors
to reflect expected cost increases occurring between cost
reporting periods contained in our database and Septenber

30, 2001. The following inflation factors were used in



cal cul ati ng the HHA PPS:

Factors for Inflating Database Dollars to Septenber 30,

2001

FY end 1996 1997
October 31..........cccee. 1.15736

November 30........cccccc.... 1.15468

December 31.........oovveeen. 1.15203

January 31......cccoevveeeen 1.14946
February 28.............cc..... | ... 1.14697
March 31.....cccooevvvveees | 1.14451
April 30....cccovvveeieees 1.14203
May 31.....ccccovvevvinees ] 1.13952
June 30...coveiiiiiiineees 1.13693
July 31 1.13420
August31.......coceeeveeees 1.13132
September 30......cccoeeeeeee. Ll 1.12841

For each of fiscal years 2002 and 2003, section

1895(b)(3)(B)(ii) of the Act requires the standard

prospective paynent anobunts to be increased by a factor

equal to the home health market basket mnus 1.1

percentage points. In addition, for any subsequent

fiscal years, the statute requires that the rates be

i ncreased by the applicable home health market basket

i ndex change.
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3. Clains Data

We al so conducted anal ysis on an epi sode dat abase
created fromthe 1997 and 1998 National Clainms History
Fil es using 60-day episodes to define episode |engths.
These data were based on use of home health services
under the current system W built a CY 1998 epi sode
data base parallel to the construction of the CY 1997
epi sode data base set forth in the proposed rule at 64 FR

58149.



Tabl e 1--Conpari son of

Occurred in Cal endar

Years 1997 and 1998

the Distribution of Consecutive 60-Day Episodes that
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Total Number of Consecutive

60-day Episodes

Distribution based on only 60-day episodes

that occurred in the CY 1997 period (percent)

Distribution based on only 60-day episodes

that occurred in the CY 1998 period (percent)

1 51% 59.5%
2 18% 19.3%
3 8% 1.7%
4 5% 4.1%
5 4% 2.5%
6 3% 1.7%
7 10% 5.2%




Tabl e 2--Conpari son of

Di sci pline for

or

More Visits

t he Average Nunber

of Visits Per

Epi sode for Each
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CY 1997 and CY 1998 and Episodes in CY 1997 and CY 1998 with Five

Average Number of Visits

Average Based on Only

60-Day Episodes That Fell

Average Based on Only
60-Day Episodes That

Fell into the CY 1997

Average Based on
Only 60-Day

Episodes That Fell

Average Based on
Only 60-Day
Episodes That Fell

into the CY 1998

by Discipline into the CY 1997 Period Period with Visit>4 into the CY 1998 Period with Visit>4
Period

Skilled Nursing Services 12.55 14.69 121 14.08
Physical Therapy Services 2.35 2.74 2.59 3.05
Occupational Therapy 0.41 0.48 0.45 0.53
Services
Speech Pathology Services 0.15 0.18 0.15 0.18
Medical Social Services 0.31 0.36 0.28 0.32
Home Health Aide Services 14.59 17.59 11.28 13.4
Total for all Disciplines 30.36 36.04 26.85 31.56




Tabl e 3--Analysis of the Distribution of Disciplines across a Series of 60-Day

Epi sodes in CY 1998

Total Percent of Percent of Percent of Percent of Percent of
Number of Episode Number Skilled Percent of Occupational Speech Medical Physical
60-Day Within Series of Nursing Home Health Therapy Pathology Social Therapy
Episodes 60-Day Episodes Services Aide Services | Services Services Services Services
1 1 50% 24% 3% 1% 2% 20%
2 1 46% 34% 3% 1% 1% 15%
2 2 46% 37% 2% 1% 1% 13%
3 1 46% 38% 2% 1% 1% 11%
3 2 45% 41% 2% 1% 1% 10%
3 3 46% 42% 2% 1% 1% 9%
4 1 45% 43% 2% 1% 1% 8%
4 2 45% 46% 1% 1% 1% 7%
4 3 45% 46% 1% 0% 1% %
4 4 46% 45% 1% 0% 1% 6%
5 1 45% 46% 1% 0% 1% 6%
5 2 44% 48% 1% 0% 1% 5%
5 3 44% 49% 1% 0% 1% 5%
5 4 44% 49% 1% 0% 1% 5%
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Total Percent of Percent of Percent of Percent of Percent of
Number of Episode Number Skilled Percent of Occupational Speech Medical Physical
60-Day Within Series of Nursing Home Health Therapy Pathology Social Therapy
Episodes 60-Day Episodes Services Aide Services | Services Services Services Services
5 5 45% 47% 1% 0% 1% 5%
6 1 44% 48% 1% 0% 1% 6%
6 2 43% 50% 1% 0% 1% 5%
6 3 43% 51% 1% 0% 1% 4%
6 4 43% 51% 1% 0% 1% 4%
6 5 44% 50% 1% 0% 1% 4%
6 6 45% 49% 1% 0% 1% 4%
7 1 40% 56% 1% 0% 1% 3%
7 2 41% 55% 0% 0% 1% 3%
7 3 41% 56% 0% 0% 1% 3%
7 4 41% 56% 0% 0% 1% 2%
7 5 41% 55% 0% 0% 1% 2%
7 6 42% 55% 0% 0% 1% 2%
7 7 42% 55% 0% 0% 0% 2%
8 1 42% 53% 1% 0% 1% 4%
8 2 42% 54% 1% 0% 1% 3%
8 3 42% 53% 0% 0% 1% 3%
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Total Percent of Percent of Percent of Percent o
Number of Episode Number Skilled Percent of Occupational Speech Medical
60-Day Within Series of Nursing Home Health Therapy Pathology Social
Episodes 60-Day Episodes Services Aide Services | Services Services Services
8 4 43% 54% 0% 0%
8 5 43% 54% 0% 0% (
8 6 43% 53% 0% 0% (
8 7 44% 53% 0% 0% (
8 8 44% 52% 0% 0% (

I National Part B Clains History File-Medical
Suppl i es

Nonroutine nedi cal supplies are also a covered hone
health service listed in section 1861(m(5) of the Act.
The | aw governi ng PPS requires nedical supplies to be
included in the prospective paynent rate and to be
subject to the consolidated billing requirements. As
di scussed in the proposed rule, before PPS
i mpl ementati on, HHAs were not required to bundle all hone
health services. Specifically, nonroutine nedical
supplies that have a duplicate Part B code could have
been furnished by a supplier rather than the HHA and paid
under Part B prior to PPS. Under the current IPS, sonme
HHAs may have chosen to unbundl e those non-routine

medi cal supplies that had a corresponding Part B paynent.
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In order to determ ne the scope of the non-routine
medi cal supplies that could have been unbundl ed under the
current system we identified 199 HCPCs codes
representing those itens that would fall into the
possi bl e “unbundl ed nonrouti ne nmedi cal supply” category.

As discussed in the response to comment section of
this rule, based on several coments we re-exanm ned our
approach to the original |ist of 199 codes. Qur analysis
yi el ded a paynent approach to non-routine nedica
supplies included in the PPS rates that uses 178 Part B
codes that could have possibly been unbundled to Part B
before PPS. W perforned the sane data analysis on the
CY 1998 clains data and the revised |ist of 178 Part B
codes to devel op the appropriate paynent adjustnent
amount for non-routine nmedical supplies that could
possi bly be unbundled to Part B before PPS that is added
to the non-standardi zed epi sode paynent.

We pulled all claims with the correspondi ng HCPCs
codes fromthe Part B national clainms history file. 1In
order to determ ne whether the HCPCs codes were rel ated
to the beneficiary receiving hone health services under a
honme health plan of care, we linked every Part B claim

with one or nore of the 199 HCPCs codes to hone health
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epi sodes from our epi sode database for both CY 1997 and
CY 1998 by beneficiary and dates of service. |If a
beneficiary received hone health services during a 60-day
epi sode and there was a corresponding Part B claimwth
one of the 178 HCPCs codes that was billed during the
sane 60-day episode, we identified the itemas related to
the home health stay. W proposed an additional paynent
anount of $6.08 to the 60-day epi sode base rate for those
nonrouti ne medical supplies with corresponding Part B
codes that may have been unbundl ed under the interim
paynment system

I National Part B Clainms History File-Therapies
As di scussed above in section Ill. of this final

rule, Analysis and Responses to Public Comments, we

conducted a parallel analysis of Part B therapy clains
that could possibly be related to a honme health stay
during CY 1997 and CY 1998. Prior to consolidated
billing requirenments governing PPS, HHAsS may have
unbundl ed therapy services to Part B. W believe that
this was a rare occurrence. Under PPS, HHAs will be
responsi bl e for providing physical therapy, speech

| anguage pat hol ogy services and occupati onal therapy

either directly or under arrangenent. Under subsequent
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anal ysi s, based upon comments received, we believe that
there is a need to recogni ze these therapy services that
coul d have been unbundled to Part B before PPS in the PPS
rates. We conducted clains analysis simlar to our
approach to identify those non-routine medical supplies
that could have been unbundled to Part B. W identified
the three therapy services in both Part B outpatient and
Part B physician/supplier clains data.

HCFA identified 54 HCPCs codes that represent those
services that could fall into the possible “unbundl ed
therapy related services” category under Part B
Physi ci an/ Supplier clainms for patients under a hone
health plan of care before inplenmentation of PPS. W
al so identified under Part B, therapy services that could
have been unbundl ed and provided in an hospital
outpatient setting to patients under a hone health plan
of care before inplementation of PPS. W identified the
17 revenue center code ranges for physical, occupational,
and speech therapy services that could have been bill ed
under Part B in a hospital outpatient setting for
patients under a home health plan of care before
i mpl enentation of PPS. HCFA pulled all claims fromthe

Part B Physician/ Supplier clains with the correspondi ng
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54 codes above and all claims fromthe Part B hospital
outpatient claims with the corresponding 17 revenue
center code ranges. As with our analysis of nonroutine
medi cal supplies that could have been unbundled to Part B
before i nmpl enentati on of PPS, HCFA matched clainms for a
beneficiary receiving hone health services under a hone
health plan of care by linking the Part B clains to hone
heal t h epi sodes from our 1998 epi sode dat abase, by
beneficiary and dates of service. |If a beneficiary

recei ved home health services during a 60-day episode and
there was a corresponding part B claimwth either one of
the 54 HCPCs or a revenue center code within one of the
17 revenue center code ranges for therapy services, we
identified the Part B service as related to the hone

heal th stay.

As a result of our therapy analysis, we are
recogni zi ng an additional adjustnment to the 60-day non-
st andar di zed epi sode anmobunt for therapy services that
coul d have been unbundled to Part B before inplenmentation
of PPS. The per episode possible unbundl ed therapy
related service anounts billed under Part B included in
the PPS rate were cal cul ated by sunm ng the all owed

charges for the 54 HCPCs for physician/supplier and the
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costs for the 17 therapy revenue center code ranges for
hospital outpatient in calendar year 1998 for
beneficiaries under a hone health plan of care. That
total was divided by the total nunber of episodes in
cal endar year 1998 fromthe epi sode database. The
met hodol ogy for the adjustnent is set forth in section
IV.C. of this regulation.
4. Hospital Wage | ndex

Sections 1895(b)(4) (A (ii) and (b)(4)(C of the Act,
require the Secretary to establish area wage adjustnent
factors that reflect the relative |l evel of wages and
wage-rel ated costs applicable to the furnishing of health
services and to provide appropriate adjustnents to the
epi sode paynent anmounts under PPS to account for area
wage differences. The wage adjustnment factors may be the
factors used by the Secretary for purposes of section
1886(d)(3)(E) of the Act. The statute allows the
Secretary to use the area where the services are
furni shed or such area as the Secretary may specify for
t he wage index adjustnent. To be consistent with the
wage i ndex adjustnment under the current interim paynment
system we proposed and will retain applying the

appropri ate wage i ndex value to the | abor portion of the
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PPS rates based on the geographic area in which the
beneficiary received hone health services.

I n addition, section 1895(b)(3)(A) (i) of the Act
requires the Secretary to standardi ze the cost data used
in devel oping the PPS paynment amount for wage | evels
anmong different HHAs in a budget-neutral manner. The
wage i ndex adjustment to the PPS rates nust be nmade in a
manner that does not result in aggregate paynents that
are greater or less than those that would have otherw se
been nade if the PPS rates were not adjusted by the wage
i ndex.

Each HHA' s | abor market area is determ ned based on
definitions of Metropolitan Statistical Areas (MSAs)

i ssued by the Ofice of Managenent and Budget (OVB). 1In
establishing the final HHA PPS rates, we used the nost
recent pre-floor and pre-reclassified hospital wage index
wi t hout regard to whether these hospitals have been
classified to a new geographic area by the Medicare
Geographi c Reclassification Board. As stated in the
response to coments, we believe the use of the pre-floor
and pre-reclassified hospital wage index data results in
an appropriate adjustnent to the | abor portion of costs

as required by | aw.



Tabl e 4A--FY 2000 Wage | ndex For

and Pre-reclassified

Rur al

Areas--Pre-fl oor

WAGE | NDEX FOR RURAL AREAS

Nonur ban Area Wage | ndex
Al abama 0. 7391
Al aska 1.2058
Ari zona 0. 8545
Ar kansas 0.7236
California 0. 9952
Col or ado 0. 8814
Connecti cut 1.2414
Del awar e 0.9167
Fl ori da 0. 8987
Ceorgi a 0. 8095
Guam 0.7268
Hawai i 1.0728
I daho 0. 8652
[11inois 0. 8048
I ndi ana 0. 8397
| owa 0. 7927
Kansas 0. 7461
Kent ucky 0. 8043
Loui si ana 0.7382
Mai ne 0. 8640
Maryl and 0. 8632
Massachusetts 1.1370
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Nonur ban Area Wage | ndex
M chi gan 0. 8815
M nnesot a 0. 8670
M ssi ssi ppi 0. 7307
M ssouri 0.7724
Mont ana 0. 8396
Nebr aska 0. 8008
Nevada 0.9098
New Hanpshire 0. 9906
New Jersey* | ...
New Mexi co 0. 8379
New Yor k 0.8637
North Carolina 0. 8290
Nort h Dakot a 0.7648
Ohio 0. 8650
Okl ahoma 0. 7256
Or egon 0. 9868
Pennsyl vani a 0. 8525
Puerto Rico 0. 4249
Rhode Island* | ......
Sout h Carolina 0. 8264
Sout h Dakot a 0. 7577
Tennessee 0. 7651
Texas 0.7471
Ut ah 0. 8907
Ver nont 0.9408
Virginia 0.7904
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Nonur ban Area Wage | ndex
Virgin |slands 0.6389
Washi ngt on 1.0447
West Virginia 0. 8069
W sconsin 0. 8760
Wom ng 0. 8860

IAIl counties within the State

as ur ban.

are classified
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Tabl e 4B--Wage | ndex For

and Pre-reclassified

269

Ur ban Areas--FY 2000 Pre-fl oor

MSA

Urban Area (Constituent

Wage

Counti es) I ndex

0040| Abi | ene,

Tayl or,

X
X

0. 8180

0060| Aguadi |l I a, PR
Aguada, PR
Aguadi | | a,

Moca, PR

PR

0. 3814

0080| Akron, OH
Port age,

Sunmi t,

OH
OH

1.0164

0120| Al bany, GA
Dougherty,

Lee, GA

GA

1.0373

0160
Al bany, NY
Mont gonery,
Renssel aer,
Sar at oga, NY
Schenect ady,
Schohari e, NY

NY
NY

NY

Al bany- Schenect ady- Tr oy,

NY 0. 8755

0200| Al buquer que, NM
Bernalill o, NM
Sandoval , NM

Val enci a, NM

0. 8500

0220| Al exandri a, LA

Rapi des, LA

0.7870

0240
Car bon, PA
Lehi gh, PA

Nort hanpt on, PA

Al | ent own- Bet hl ehem East on,

PA 1.0228

0280| Al t oona, PA

Blair, PA

0.9343
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MSA

Urban Area (Constituent

Counti es)

Wage
| ndex

0320

Amarillo, TX
Potter, TX
Randal |, TX

0. 8381

0380

Anchorage, AK
Anchor age, AK

1. 2860

0440

Ann Arbor, M
Lenawee, M

Li vi ngston, M
Washt enaw, M

1.1484

0450

Anni ston, AL
Cal houn, AL

0. 8463

0460

Appl et on- Oshkosh- Neenah, W
Cal unet, W

Qut agam e, W

W nnebago, W

0. 8913

0470

Areci bo, PR
Areci bo, PR
Camuy, PR

Hatill o, PR

0. 4815

0480

Ashevill e, NC
Bunconbe, NC
Madi son, NC

0. 8885

0500

At hens, GA
Cl arke, GA
Madi son, GA
Oconee, GA

0. 9705
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MSA

Urban Area (Constituent

Counti es)

Wage
| ndex

0520

Atl anta, GA
Barrow, GA
Bart ow, GA
Carroll, GA
Cher okee, GA
Cl ayton, GA
Cobb, GA
Cowet a, GA
DeKal b, GA
Dougl as, GA
Fayette, GA
Forsyth, GA
Ful ton, GA
GmM nnett, GA
Henry, GA
Newt on, GA
Paul di ng, GA
Pi ckens, GA
Rockdal e, GA
Spal di ng, GA
VWal t on, GA

1.0051

0560

Atl antic-Cape May, NJ
Atlantic, NJ
Cape May, NJ

1.1311

0580

Aubur n- Opel ka, AL
Lee, AL

0.9619

0600

August a- Ai ken, GA-SC
Col unbi a, GA
McDuffie, GA

Ri chnond, GA
Al ken, SC

Edgefield, SC

0.9014

0640

Aust i n- San Marcos, TX
Bastrop, TX

Cal dwel |, TX

Hays, TX

Travis, TX

Wl liamson, TX

0.9082
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MSA

Urban Area (Constituent

Counti es)

Wage
| ndex

0680

Bakersfield, CA
Kern, CA

0. 9531

0720

Bal ti nore, MD

Anne Arundel, NMD
Balti nore, MD
Baltinmore City, MD
Carroll, M

Har ford, NMD
Howar d, ND

Queen Anne’s, MD

0. 9892

0733

Bangor, M
Penobscot, ME

0.9610

0743

Bar nst abl e- Yar nout h, MA
Bar nst abl e, MA

1. 3303

0760

Bat on Rouge, LA
Ascensi on, LA

East Baton Rouge, LA
Li vi ngston, LA

West Bat on Rouge, LA

0.8708

0840

Beaunont - Port Arthur, TX
Hardi n, TX

Jefferson, TX

Orange, TX

0. 8624

0860

Bel I i ngham WA
What com WA

1.1395

0870

Bent on Har bor, M
Berrien, M

0. 8458

0875

Ber gen- Passaic, NJ
Bergen, NJ
Passai c, NJ

1. 2029

0880

Billings, M
Yel | owst one, MI

1.0039

0920

Bi | oxi - Gul f port - Pascagoul a,
Hancock, MS
Harrison, MS
Jackson, MS

MS

0. 7868
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MSA

Urban Area (Constituent Counti es)

Wage
| ndex

0960

Bi nghant on, NY
Broone, NY
Ti oga, NY

0. 8751

1000

Bi rm ngham AL
Bl ount, AL
Jefferson, AL
St. Clair, AL
Shel by, AL

0. 8995

1010

Bi smarck, ND
Burl ei gh, ND
Morton, ND

0. 7759

1020

Bl oom ngton, IN
Monroe, | N

0. 8593

1040

Bl oom ngton-Normal, IL
McLean, |IL

0. 8994

1080

Boise City, ID
Ada, |ID
Canyon, |ID

0. 9060

1123

Bost on- Wbr cest er - Lawr ence- Lowel | - Br ockt on,
MA- NH

Bristol, MA
Essex, MA

M ddl esex, MA
Nor f ol k, MA

Pl ymout h, MA

Suf fol k, MA

Wor cester, MA

Hi | | sborough, NH
Merrimack, NH
Rocki ngham NH
Strafford, NH

1.1359

1125

Boul der - Longnont, CO
Boul der, CO

0. 9945

1145

Brazoria, TX
Brazoria, TX

0. 8517
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MSA

Urban Area (Constituent Counti es)

Wage
| ndex

1150

Brenerton, WA
Kitsap, WA

1.1012

1240

Brownsvil |l e-Harlingen-San Benito, TX
Caneron, TX

0.9213

1260

Bryan-Col | ege Station, TX
Brazos, TX

0. 8510

1280

Buf f al o- Ni agara Falls, NY
Erie, NY
Ni agara, NY

0. 9605

1303

Burlington, VT
Chi ttenden, VT
Franklin, VT

Grand Isle, VT

1. 0559

1310

Caguas, PR
Caguas, PR
Cayey, PR
Cidra, PR

Gur abo, PR

San Lorenzo, PR

0. 4561

1320

Cant on- Massil |l on, OH
Carroll, OH
Stark, OH

0.8772

1350

Casper, W
Nat rona, WY

0. 9200

1360

Cedar Rapids, IA
Linn, TA

0.9019

1400

Chanpai gn- Urbana, IL
Champai gn, IL

0.9164

1440

Char |l eston-North Charl eston, SC
Ber kel ey, SC

Char |l eston, SC

Dor chester, SC

0. 8989

1480

Char |l eston, W
Kanawha, W
Put nam W

0. 9096
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MSA

Urban Area (Constituent

Counti es)

Wage
| ndex

1520

Char |l ott e- Gast oni a- Rock Hi l
Cabarrus, NC

Gaston, NC

Li ncol n, NC

Meckl enburg, NC

Rowan, NC

Stanly, NC

Uni on, NC

Yor k, SC

NC- SC

0.9434

1540

Charlottesville, VA

Al bemarl e, VA
Charlottesville City, VA
Fl uvanna, VA

G eene, VA

1. 0575

1560

Chat t anooga, TN-GA
Cat oosa, GA

Dade, GA

Wal ker, GA
Ham | ton, TN

Mari on, TN

0.9732

1580

Cheyenne, W
Laram e, WY

0.8176

1600

Chi cago, IL
Cook, 1L
DeKal b, |1
DuPage, |
G undy, |
Kane, |L
Kendal |, 1L
Lake, IL

McHenry, |IL
WII, IL

|

1.0874

1620

Chi co- Par adi se, CA
Butte, CA

1.0391
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Wage
MSA Urban Area (Constituent Counti es) | ndex
1640| Ci nci nnati, OH-KY-IN 0.9419
Dear born, IN
Chio, IN
Boone, KY
Canmpbel |, KY
Gal l atin, KY
Grant, KY
Kent on, KY
Pendl et on, KY
Brown, OH
Cl ernont, OH
Ham | t on, OH
Warren, OH
1660| Cl ar ksvi | | e- Hopki nsville, TN-KY 0. 8090
Christian, KY
Mont gomery, TN
1680| Cl evel and- Lorai n-Elyria, OH 0. 9689
Asht abul a, OH
Cuyahoga, OH
Geauga, OH
Lake, OH
Lorain, OH
Medi na, OH
1720| Col orado Springs, CO 0.9218
El Paso, CO
1740| Col umbi a, MO 0. 8905
Boone, MO
1760| Col unbi a, SC 0. 9358
Lexi ngton, SC
Ri chl and, SC
1800| Col unmbus, GA- AL 0. 8511

Russel |, AL
Chat t ahoochee, GA
Harris, GA

Miuscogee, GA
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MSA

Urban Area (Constituent

Counti es)

Wage
| ndex

1840

Col unbus, OH
Del awar e, OH
Fairfield, OH
Franklin, OH
Li cki ng, OH
Madi son, OH
Pi ckaway, OH

0. 9908

1880

Corpus Christi, TX
Nueces, TX
San Patricio, TX

0.8702

1890

Corvallis, OR
Bent on, OR

1.1088

1900

Cunber | and, NMD-W/
Al | egany, MD
M neral, W

0. 8802

1920

Dal | as, TX
Collin, TX
Dal l as, TX
Dent on, TX
Ellis, TX
Hender son, TX
Hunt, TX

Kauf man, TX
Rockwal |, TX

0. 9607

1950

Danville, VA
Danville City, VA
Pittsylvania, VA

0. 9062

1960

Davenport - Mol i ne- Rock I sl and,
Scott, IA

Henry, IL

Rock Island, IL

lA-IL

0. 8707

2000

Dayt on- Spri ngfield, OH
Clark, OH

G eene, OH

M am , OH

Mont gonmery, OH

0. 9461
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MSA

Urban Area (Constituent

Counti es)

Wage
| ndex

2020

Dayt ona Beach, FL
Fl agl er, FL
Vol usi a, FL

0. 8988

2030

Decatur, AL
Lawr ence, AL
Mor gan, AL

0. 8680

2040

Decatur, IL
Macon, |IL

0. 8322

2080

Denver, CO
Adans, CO

Ar apahoe, CO
Denver, CO
Dougl as, CO
Jefferson, CO

1.0190

2120

Des Mbines, | A
Dallas, | A
Pol k, 1A
Warren, | A

0. 8755

2160

Detroit, M
Lapeer, M
Maconb, M
Monr oe, M
Cakl and, M
St. Clair, M
Wayne, M

1.0422

2180

Dot han, AL
Dal e, AL
Houst on, AL

0.7799

2190

Dover, DE
Kent, DE

0. 9336

2200

Dubuque, 1A
Dubuque, 1A

0. 8521

2240

Dul ut h- Superior, NMN-W
St. Louis, M
Dougl as, W

1.0166
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Wage

MSA Urban Area (Constituent Counti es) | ndex

2281| Dut chess County, NY 1.0553
Dut chess, NY

2290 Eau Claire, W 0. 8958
Chi ppewa, W
Eau Claire, W

2320 EIl Paso, TX 0. 8948
El Paso, TX

2330| El khart - Goshen, I N 0. 9380
El khart, IN

2335/ El mra, NY 0. 8534
Chemung, NY

2340 Enid, K 0. 7954
Garfield, OK

2360( Erie, PA 0. 9024
Erie, PA

2400| Eugene- Springfield, OR 1.0604
Lane, OR

2440| Evansvi |l | e- Hender son, | N-KY 0. 8304
Posey, I N
Vander burgh, I'N
Warrick, IN
Hender son, KY

2520| Far go- Mbor head, ND- MN 0. 8621
Cl ay, MN
Cass, ND

2560| Fayetteville, NC 0. 8495
Cunber | and, NC

2580| Fayettevill e- Springdal e- Rogers, AR 0.7774
Bent on, AR
Washi ngton, AR

2620| Fl agstaff, AzZ-UT 1.0349

Coconi no, AZ
Kane, UT
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MSA

Urban Area (Constituent

Counti es)

Wage
| ndex

2640

Flint, M
Genesee, M

1.1021

2650

Fl orence, AL
Col bert, AL
Lauder dal e, AL

0.7928

2655

Fl orence, SC
Fl orence, SC

0. 8619

2670

Fort Collins-Lovel and, CO
Lari mer, CO

1.0303

2680

Ft. Lauderdal e, FL
Broward, FL

1.0173

2700

Fort Myers-Cape Coral, FL
Lee, FL

0. 8951

2710

Fort Pierce-Port St. Lucie,
Martin, FL
St. Lucie, FL

FL

0. 9999

2720

Fort Smth, AR OK
Crawford, AR
Sebasti an, AR
Sequoyah, OK

0. 7844

2750

Fort Walton Beach, FL
Ckal oosa, FL

0.8714

2760

Fort Wayne, IN
Adans, | N
Allen, IN

De Kal b, IN
Huntington, IN
Vells, IN
VWitley, IN

0. 9097

2800

Forth Worth-Arlington, TX
Hood, TX

Johnson, TX

Par ker, TX

Tarrant, TX

0. 9836
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Wage
MSA Urban Area (Constituent Counti es) | ndex
2840| Fresno, CA 1.0263
Fresno, CA
Madera, CA
2880 Gadsden, AL 0. 8689
Et owah, AL
2900| Gai nesville, FL 1.0103
Al achua, FL
2920| Gal veston-Texas City, TX 0.9733
Gal veston, TX
2960 Gary, IN 0.9391
Lake, IN
Porter, IN
2975/ G ens Falls, NY 0. 8607
Warren, NY
Washi ngt on, NY
2980| Gol dsboro, NC 0. 8334
Wayne, NC
2985| Grand Forks, ND-MN 0.9098
Pol k, MN
Grand Forks, ND
2995/ Grand Junction, CO 0.9189
Mesa, CO
3000| Grand Rapi ds- Muskegon- Hol | and, M 1.0136
Al l egan, M
Kent, M
Muskegon, M
Otawa, M
3040| Great Falls, M 1.0460
Cascade, Mr
3060| G eel ey, CO 0.9723
wel d, CO
3080 G een Bay, W 0.9133

Brown, W
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MSA

Urban Area (Constituent Counti es)

Wage
| ndex

3120

Gr eensbor o- W nst on- Sal em Hi gh Poi nt,
Al amance, NC

Davi dson, NC

Davi e, NC

Forsyth, NC

Guil ford, NC

Randol ph, NC

St okes, NC

Yadki n, NC

NC

0.9038

3150

G eenville, NC
Pitt, NC

0. 9501

3160

Greenvi l | e- Spartanbur g- Ander son, SC
Ander son, SC

Cher okee, SC

Greenville, SC

Pi ckens, SC

Spartanburg, SC

0.9189

3180

Hager st own, MD
Washi ngton, MD

0. 8843

3200

Ham | t on- M ddl et own, OH
Butler, OH

0. 8947

3240

Harri sburg- Lebanon-Carlisle, PA
Cunmber | and, PA

Dauphi n, PA

Lebanon, PA

Perry, PA

0.9918

3283

L2Hartford, CT
Hartford, CT
Litchfield, CT
M ddl esex, CT
Tol | and, CT

1.1716

3285

Hatti esburg, MS
Forrest, NS
Lamar, MS

0. 7634
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MSA

Urban Area (Constituent

Counti es)

Wage
| ndex

3290

Hi ckory- Morgant on-Lenoir, NC
Al exander, NC

Bur ke, NC

Cal dwel |, NC

Cat awba, NC

0.9113

3320

Honol ul u, H
Honol ul u, H

1.1477

3350

Houma, LA
Laf ourche, LA
Terrebonne, LA

0. 7837

3360

Houst on, TX
Chambers, TX
Fort Bend, TX
Harris, TX

Li berty, TX
Mont gomery, TX
VWal ler, TX

0. 9388

3400

Hunt i ngt on- Ashl and, W/- KY- OH
Boyd, KY

Carter, KY

G eenup, KY

Lawr ence, OH

Cabel |, W

Wayne, W/

0.9758

3440

Huntsville, AL
Li mest one, AL
Madi son, AL

0. 8823

3480

| ndi anapolis, IN
Boone, IN

Ham | ton, |
Hancock, | N
Hendricks, I N
Johnson, |
Madi son,

Marion, |IN
Morgan, | N
Shel by, IN

N

N
N

0. 9793
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MSA

Urban Area (Constituent Counti es)

Wage
| ndex

3500

lowa City, |A
Johnson, | A

0. 9608

3520

Jackson, M
Jackson, M

0. 8841

3560

Jackson, MS
Hi nds, MS

Madi son, MS
Ranki n, MS

0. 8387

3580

Jackson, TN
Madi son, TN
Chester, TN

0. 8601

3600

Jacksonville, FL
Clay, FL

Duval , FL
Nassau, FL

St. Johns, FL

0. 8958

3605

Jacksonvill e, NC
Onsl ow, NC

0. 7853

3610

Jamest own, NY
Chaut auqua, NY

0. 7858

3620

Janesville-Beloit, W
Rock, W

0. 9657

3640

Jersey City, NJ
Hudson, NJ

1.1676

3660

Johnson City-Kingsport-Bristol,
Carter, TN

Hawki ns, TN

Sul l'i van, TN

Uni coi, TN

Washi ngt on, TN

Bristol City, VA

Scott, VA

Washi ngt on, VA

TN- VA

0. 8854

3680

Johnst own, PA
Canbri a, PA
Sonerset, PA

0. 8641
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MSA

Urban Area (Constituent

Counti es)

Wage
| ndex

3700

Jonesboro, AR
Crai ghead, AR

0.7232

3710

Joplin, MO
Jasper, MO
Newt on, MO

0.7679

3720

Kal amazoo-Battl ecreek, M
Cal houn, M

Kal amazoo, M

Van Buren, M

0. 9982

3740

Kankakee,

I L
Kankakee, |L

0. 8599

3760

Kansas City, KS-MO
Johnson, KS
Leavenworth, KS
Mam , KS
Wandotte, KS
Cass, MO

Clay, MO
Clinton, MO
Jackson, MO

Laf ayette, MO
Platte, MO

Ray, MO

0. 9322

3800

Kenosha, W
Kenosha, W

0.9034

3810

Killeen-Tenple, TX
Bell, TX
Coryell, TX

0. 9933

3840

Knoxville, TN
Anderson, TN

Bl ount, TN
Knox, TN

Loudon, TN
Sevier, TN

Uni on, TN

0. 9200
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Wage

MSA Urban Area (Constituent Counti es) | ndex

3850 Kokomo, I N 0. 8919
Howard, I N
Ti pton, IN

3870| La Crosse, W-MW 0. 8934
Houst on, MN
La Crosse, W

3880| Laf ayette, LA 0. 8340
Acadi a, LA
Laf ayette, LA
St. Landry, LA
St. Martin, LA

3920| Laf ayette, IN 0. 8810
Clinton, IN
Ti ppecanoe, | N

3960| Lake Charl es, LA 0. 7967
Cal casi eu, LA

3980| Lakel and- W nt er Haven, FL 0. 8816
Pol k, FL

4000| Lancaster, PA 0. 9256
Lancaster, PA

4040| Lansi ng- East Lansing, M 0.9978
Clinton, M
Eat on, M
| ngham M

4080| Lar edo, TX 0. 8323
Webb, TX

4100| Las Cruces, NM 0. 8591
Dona Ana, NM

4120| Las Vegas, NV-AZ 1.1259
Mohave, AZ
Clark, NV
Nye, NV

4150| Lawr ence, KS 0. 8223

Dougl as, KS
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MSA

Urban Area (Constituent Counti es)

Wage
| ndex

4200

Lawt on, OK
Comanche, OK

0. 9533

4243

Lewi st on- Auburn, ME
Andr oscoggi n, ME

0. 8900

4280

Lexi ngton, KY
Bour bon, KY
Cl ark, KY
Fayette, KY
Jessani ne, KY
Madi son, KY
Scott, KY
Woodf ord, KY

0. 8532

4320

Li ma, OH
Al len, OH
Augl ai ze, OH

0. 8906

4360

Li ncol n, NE
Lancaster, NE

0.9671

4400

Little Rock-North Little Rock, AR
Faul kner, AR

Lonoke, AR

Pul aski, AR

Sali ne, AR

0. 8615

4420

Longvi ew- Marshal |, TX
Gregg, TX

Harrison, TX

Upshur, TX

0.8739

4480

Los Angel es-Long Beach, CA
Los Angel es, CA

1.2052

4520

Louisville, KY-IN
Clark, IN
Fl oyd, IN
Harrison, IN
Scott, IN
Bullitt, KY
Jefferson, KY
a dham KY

0.9382
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MSA

Urban Area (Constituent Counti es)

Wage
| ndex

4600

Lubbock, TX
Lubbock, TX

0. 8412

4640

Lynchburg, VA
Amher st, VA

Bedf ord, VA
Bedford City, VA
Canmpbel |, VA
Lynchburg City, VA

0. 8815

4680

Macon, GA
Bi bb, GA
Houst on, GA
Jones, GA
Peach, GA
Twi ggs, GA

0. 8531

4720

Madi son, W
Dane, W

0.9730

4800

Mansfi el d, OH
Crawford, OH
Ri chl and, OH

0. 8476

4840

Mayaguez, PR
Anasco, PR

Cabo Roj o, PR

Hor m gueros, PR
Mayaguez, PR
Sabana Grande, PR
San German, PR

0.4675

4880

Mc Al | en- Edi nbur g- M ssi on, TX
Hi dal go, TX

0.8121

4890

Medf or d- Ashl and, OR
Jackson, OR

1. 0493

4900

Mel bour ne-Ti tusvill e-Pal m Bay, FL
Brevard, Fl

0. 9297
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Urban Area (Constituent

Counti es)

Wage
| ndex

4920

Menmphi's, TN- AR- MS
Crittenden, AR
DeSot o, MS
Fayette, TN

Shel by, TN

Ti pton, TN

0. 8245

4940

Merced, CA
Merced, CA

1.0278

5000

Mam , FL
Dade, FL

1.0234

5015

M ddl esex- Soner set - Hunt er don,
Hunt erdon, NJ
M ddl esex, NJ
Sonerset, NJ

NJ

1.1123

5080

M | waukee- Waukesha, W
M | waukee, W

Ozaukee, W

Washi ngton, W
Waukesha, W

0. 9846

5120

M nneapolis-St. Paul, MN-W
Anoka, MN
Carver, MN

Chi sago, MN
Dakot a, MN
Hennepi n, MN

| santi, MN
Ransey, MN
Scott, MN

Sher burne, M
Washi ngt on, MN
Wi ght, M
Pierce, W

St. Croix, W

1. 0930

5140

M ssoul a, MI
M ssoul a, Ml

0. 9086

5160

Mobi |l e, AL
Bal dwi n, AL
Mobil e, AL

0. 8268
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Urban Area (Constituent Counti es)

Wage
| ndex

5170

Mbdest o, CA
St ani sl aus, CA

1.0112

5190

Monnout h- Ocean, NJ
Monnout h, NJ
Ccean, NJ

1.1259

5200

Monr oe, LA
Quachita, LA

0. 8222

5240

Mont gonmery, AL
Aut auga, AL
El nrore, AL
Mont gonmery, AL

0. 7704

5280

Munci e, IN
Del aware, | N

1. 0835

5330

Myrtl e Beach, SC
Horry, SC

0. 8530

5345

Napl es, FL
Collier, FL

0. 9840

5360

Nashville, TN
Cheat ham TN
Davi dson, TN
Di ckson, TN
Robertson, TN
Rut herford TN
Summer, TN

Wl Ilianmson, TN
W Il son, TN

0. 9450

5380

Nassau- Suff ol k, NY
Nassau, NY
Suffol k, NY

1.4076

5483

New Haven- Bri dgeport - St anf or d- Wat er bury-
Danbury, CT

Fairfield, CT

New Haven, CT

1. 2357

5523

New London- Norwi ch, CT
New London, CT

1.2429
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Urban Area (Constituent

Counti es)

Wage
| ndex

5560

New Orl eans, LA
Jefferson, LA

Ol eans, LA

Pl aguem nes, LA

St. Bernard, LA

St. Charles, LA

St. Janes, LA

St. John The Baptist, LA
St. Tammany, LA

0. 9090

5600

New Yor k, NY
Bronx, NY

Ki ngs, NY

New Yor k, NY
Put nam NY
Queens, NY

Ri chnond, NY
Rockl and, NY
West chester, NY

1.4519

5640

Newar k, NJ
Essex, NJ
Morris, NJ
Sussex, NJ
Uni on, NJ
Warren, NJ

1.1647

5660

Newbur gh, NY-PA
Orange, NY
Pi ke, PA

1.0910
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Urban Area (Constituent Counti es)

Wage
| ndex

5720

Nor f ol k- Vi rgi ni a Beach- Newport News, VA-NC
Currituck, NC
Chesapeake City, VA

G oucester, VA

Hampton City, VA

I sle of Wght, VA
James City, VA

Mat hews, VA

Newport News City, VA
Norfolk City, VA
Poquoson City, VA
Portsmouth City, VA
Suffolk City, VA
Virginia Beach City VA
Wl liamsburg City, VA
Yor k, VA

0. 8441

5775

Oakl and, CA
Al aneda, CA
Contra Costa, CA

1.5059

5790

Ccal a, FL
Mari on, FL

0. 9616

5800

Odessa- M dl and, TX
Ector, TX
M dl and, TX

0. 8874

5880

Gkl ahoma City, OK
Canadi an, K

Cl evel and, K
Logan, OK

McCl ai n, OK

Gkl ahoma, OK

Pot t awat om e, OK

0. 8588

5910

Aynmpia, WA
Thur st on, WA

1.0933




293

MSA

Urban Area (Constituent

Counti es)

Wage
| ndex

5920

Omaha, NE-1A
Pottawattam e, 1A
Cass, NE

Dougl as, NE

Sar py, NE
Washi ngt on, NE

1. 0456

5945

Orange County, CA
Orange, CA

1.1591

5960

Orl ando, FL
Lake, FL
Orange, FL
Osceol a, FL
Sem nol e, FL

0. 9796

5990

Owensbor o, KY
Davi ess, KY

0. 8105

6015

Panama City, FL
Bay, FL

0.9170

6020

Par kersburg-Marietta, W-OH
Washi ngton, OH
Wbod, W

0. 8415

6080

Pensacol a, FL
Escanbi a, FL
Santa Rosa, FL

0. 8443

6120

Peori a-Pekin, IL
Peoria, IL
Tazewel | ,

|
Wbodf ord, |

0. 8350

6160

L
L
Phi | adel phi a,
Burlington, NJ
Canden, NJ

d oucester, NJ
Salem NJ

Bucks, PA
Chester, PA

Del awar e, PA
Mont gomery, PA
Phi | adel phia, PA

PA- NJ

1.1161
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6200| Phoeni x- Mesa, AZ 0. 9465
Mari copa, AZ
Pi nal, AZ
6240| Pi ne Bluff, AR 0. 7698
Jefferson, AR
6280| Pi tt sburgh, PA 0. 9635
Al | egheny, PA
Beaver, PA
Butl er, PA
Fayette, PA
Washi ngt on, PA
West nor el and, PA
6323| Pittsfield, MA 1. 0256
Ber kshire, MA
6340| Pocatell o, ID 0. 8974
Bannock, 1D
6360| Ponce, PR 0.4971
Guayanilla, PR
Juana Di az, PR
Penuel as, PR
Ponce, PR
Villal ba, PR
Yauco, PR
6403| Port| and, ME 0.9476
Cunber |l and, ME
Sagadahoc, ME
Yor k, ME
6440| Por t | and- Vancouver, OR-WA 1. 0976

Cl ackamas, OR
Col unbi a, OR
Mul t nomah, OR
Washi ngt on, OR
Yamhi ||, OR
Clark, WA
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Urban Area (Constituent Counti es)

Wage
| ndex

6483

Provi dence- War wi ck- Pawt ucket, RI
Bristol, Rl

Kent, Rl

Newport, R

Provi dence, RI

Washi ngton, RI

1.0691

6520

Provo-Orem UT
Ut ah, UT

0. 9819

6560

Puebl o, CO
Puebl o, CO

0. 8854

6580

Punta Gorda, FL
Charlotte, FL

0. 9509

6600

Raci ne, W
Raci ne, W

0.9217

6640

Ral ei gh- Dur ham Chapel Hill, NC
Chat ham NC

Dur ham NC

Franklin, NC

Johnston, NC

Orange, NC

Wake, NC

0. 9545

6660

Rapid City, SD
Penni ngt on, SD

0. 8364

6680

Readi ng, PA
Ber ks, PA

0. 9537

6690

Reddi ng, CA
Shasta, CA

1.1265

6720

Reno, NV
Washoe, NV

1. 0656

6740

Ri chl and- Kennewi ck- Pasco, WA
Bent on, WA
Franklin, WA

1.1225
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Urban Area (Constituent

Counti es)

Wage
| ndex

6760

Ri chnmond- Pet er sburg, VA
Charles City County, VA
Chesterfield, VA

Col oni al Heights City, VA
Di nwi ddi e, VA

Goochl and, VA

Hanover, VA

Henrico, VA

Hopewel | City, VA

New Kent, VA

Petersburg City, VA
Powhat an, VA

Prince George, VA

Ri chnrond City, VA

0. 9546

6780

Ri ver si de- San Ber nardi no, CA
Ri versi de, CA
San Ber nardi no, CA

1.1211

6800

Roanoke, VA
Bot et ourt, VA
Roanoke, VA
Roanoke City, VA
Salem City, VA

0. 8139

6820

Rochester, M\
a mst ed, M

1.1430

6840

Rochester, NY
Genesee, NY

Li vi ngston, NY
Monr oe, NY
Ontario, NY
Ol eans, NY
Wayne, NY

0.9185

6880

Rockford, IL
Boone, IL

Qgle, IL
W nnebago, IL

0.8784

6895

Rocky Mount, NC
Edgeconbe, NC
Nash, NC

0.8735
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Urban Area (Constituent

Counti es)

Wage
| ndex

6920

Sacranmento, CA
El Dorado, CA
Pl acer, CA

Sacranmento, CA

1.2285

6960

Sagi naw-Bay City-M dl and, M
Bay, M

M dl and, M

Sagi naw, M

0. 9287

6980

St. Cloud, M
Bent on, MWN
St earns, M\

0.9422

7000

St. Joseph, MO
Andr ew, MO
Buchanan, MO

0. 8944

7040

St. Louis, MOIL
Clinton, IL
Jersey, IL

Madi son, |IL
Monroe, IL

St. Clair, IL
Franklin, MO
Jefferson, MO

Li ncol n, MO

St. Charles, MO
St. Louis, MO
St. Louis City, MO
Warren, MO

0. 9053

7080

Salem OR
Mari on, OR
Pol k, OR

0. 9950

7120

Sal i nas, CA
Mont erey, CA

1.4711

7160

Salt Lake City-Ogden, UT
Davi s, UT

Salt Lake, UT

Weber, UT

0. 8855

7200

San Angel o, TX
Tom Green, TX

0. 7846
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Wage
MSA Urban Area (Constituent Counti es) | ndex
7240 San Antonio, TX 0. 8318
Bexar, TX
Comal , TX
Guadal upe, TX
W1l son, TX
7320 San Di ego, CA 1.1931
San Di ego, CA
7360| San Franci sco, CA 1.4002
Marin, CA
San Franci sco, CA
San Mat eo, CA
7400 San Jose, CA 1. 3610

Santa Cl ara, CA
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MSA

Urban Area (Constituent Counti es)

Wage
| ndex

7440

San Juan- Bayanon, PR
Aguas Buenas, PR
Bar cel oneta, PR
Bayanon, PR
Canovanas, PR
Carolina, PR
Cat ano, PR

Cei ba, PR
Comerio, PR
Corozal, PR

Dor ado, PR

Faj ardo, PR

Fl orida, PR
Guaynabo, PR
Humacao, PR
Juncos, PR

Los Piedras, PR
Loi za, PR
Luguill o, PR
Manati, PR
Morovi s, PR
Naguabo, PR
Naranjito, PR
Ri o Grande, PR
San Juan, PR
Toa Alta, PR
Toa Baja, PR
Trujillo Alto, PR
Vega Alta, PR
Vega Baja, PR
Yabucoa, PR

0. 4658

7460

San Luis Obi spo- At ascader o- Paso Robl es,
San Luis Obispo, CA

CA

1.0471

7480

Sant a Bar bara- Santa Mari a- Lonpoc, CA
Santa Barbara, CA

1.0820

7485

Santa Cruz-Watsonville, CA
Santa Cruz, CA

1.3929

7490

Santa Fe, NM
Los Al anbs, NM
Santa Fe, NM

1. 0438




300

MSA

Urban Area (Constituent Counti es)

Wage
| ndex

7500

Santa Rosa, CA
Sonoma, CA

1.3001

7510

Sar asot a- Bradent on, FL
Manat ee, FL
Sarasota, FL

0. 9906

7520

Savannah, GA
Bryan, GA
Chat ham GA
Ef fi ngham GA

0. 9954

7560

Scranton--W | kes-Barre--Hazl et on,
Col unmbi a, PA

Lackawanna, PA

Luzerne, PA

Wom ng, PA

PA

0. 8373

7600

Seattl e-Bel | evue- Everett, WA
| sl and, WA

Ki ng, WA

Snohom sh, WA

1.1291

7610

Shar on, PA
Mercer, PA

0. 8284

7620

Sheboygan, W
Sheboygan, W

0. 8203

7640

Sher man- Deni son, TX
Grayson, TX

0. 9330

7680

Shreveport-Bossier City, LA
Bossier, LA

Caddo, LA

Webster, LA

0. 9050

7720

Sioux City, | A-NE
Woodbury, A
Dakot a, NE

0. 8549

7760

Si oux Falls, SD
Li ncol n, SD
M nnehaha, SD

0.8777

7800

Sout h Bend,

I N
St. Joseph, IN

0.9794




301

MSA

Urban Area (Constituent Counti es)

Wage
| ndex

7840

Spokane, WA
Spokane, WA

1. 0800

7880

Springfield, IL
Menard, |IL
Sanganon, |IL

0. 8689

7920

Springfield, MO
Chri stian, MO
Greene, MO
Webster, MO

0. 7992

8003

Springfield, MA
Hampden, MA
Hampshire, MA

1.0678

8050

State Col |l ege, PA
Centre, PA

0. 9139

8080

St eubenvil |l e-Weirton, OH- W
Jefferson, OH

Br ooke, W

Hancock, W

0. 8815

8120

St ockt on-Lodi, CA
San Joaquin, CA

1.0519

8140

Sunt er, SC
Sum er, SC

0. 8239

8160

Syracuse, NY
Cayuga, NY
Madi son, NY
Onondaga, NY
Oswego, NY

0.9413

8200

Tacoma, WA
Pi erce, WA

1.1479

8240

Tal | ahassee, FL
Gadsden, FL
Leon, FL

0. 8485

8280

Tanpa- St. Pet ersburg-Cl earwat er,
Her nando, FL

Hi | | sborough, FL

Pasco, FL

Pinellas, FL

FL

0. 9045
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MSA

Urban Area (Constituent

Counti es)

Wage
| ndex

8320

Terre Haute, IN
Clay, IN
Verm|llion, IN
Vigo, IN

0. 8571

8360

Texar kana, AR- Texar kana,
Mller, AR
Bow e, TX

X

0. 8136

8400

Tol edo, OH
Ful ton, OH
Lucas, OH
Wod, OH

0. 9816

8440

Topeka, KS
Shawnee, KS

0. 9327

8480

Trenton, NJ
Mercer, NJ

1.0103

8520

Tucson, AZ
Pima, AZ

0.8743

8560

Tul sa, K
Creek, K
Osage, K
Rogers, OK
Tul sa, K
Wagoner, OK

0. 8087

8600

Tuscal oosa, AL
Tuscal oosa, AL

0. 8065

8640

Tyler, TX
Smth, TX

0. 9370

8680

Uti ca- Ronme, NY
Her ki mer, NY
Onei da, NY

0. 8299

8720

Val | ej o- Fai rfi el d- Napa,
Napa, CA
Sol ano, CA

CA

1. 3347

8735

Ventura, CA
Ventura, CA

1.1456
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MSA

Urban Area (Constituent Counti es)

Wage
| ndex

8750

Victoria, TX
Victoria, TX

0. 8379

8760

Vinel and-M |l vill e-Bridgeton,
Cunber | and, NJ

NJ

=

. 0518

8780

Vi salia-Tul are-Porterville, CA
Tul are, CA

=

. 0412

8800

Waco, TX
McLennan, TX

0. 8076

8840

Washi ngt on, DC- VMD- VA- W
District of Colunbia, DC
Cal vert, MD

Charles, M

Frederick, M

Mont gonmery, NMD

Prince Georges, M

Al exandria City, VA
Arlington, VA

Cl arke, VA

Cul peper, VA

Fairfax, VA

Fairfax City, VA

Falls Church City, VA
Fauqui er, VA
Fredericksburg City, VA
King George, VA
Loudoun, VA

Manassas City, VA
Manassas Park City, VA
Prince WIliam VA
Spot syl vani a, VA
Stafford, VA

Warren, VA

Ber kel ey, W/

Jefferson, W

[ERN

. 1055

8920

Wat er| oo-Cedar Falls, | A
Bl ack Hawk, | A

0. 8518

8940

Wausau, W
Mar at hon, W

0. 9446
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MSA

Urban Area (Constituent

Counti es)

Wage
| ndex

8960

West Pal m Beach- Boca Rat on,
Pal m Beach, FL

FL

1.0013

9000

Wheel i ng, W/-OH
Bel nont, OH
Marshal |, W
OChi o, W

0. 7644

9040

W chita, KS
Butl er, KS
Harvey, KS
Sedgwi ck, KS

0.9422

9080

Wchita Falls, TX
Archer, TX
Wchita, TX

0. 7653

9140

WIliamsport, PA
Lycon ng, PA

0. 8450

9160

W | mi ngt on- Newar k, DE- MD
New Castl e, DE

Cecil, MD

1.1275

9200

W | mi ngton, NC
New Hanover, NC
Brunswi ck, NC

0.9708

9260

Yaki ma, WA
Yaki ma, WA

1. 0333

9270

Yol o, CA
Yol o, CA

0.9720

9280

Yor k, PA
Yor k, PA

0. 9310

9320

Youngst own- Warren, OH
Col unbi ana, OH

Mahoni ng, OH

Trunmbul |, OH

0. 9997

9340

Yuba City, CA
Sutter, CA
Yuba, CA

1.0663




305

Wage

MSA Urban Area (Constituent Counti es) | ndex

9360| Yura, AZ 0. 9925
Yuma, AZ

C. Methodol ogy Used for the Cal cul ation of the 60-Day
Epi sode Paynment Anmount

The net hodol ogy used to conpute the standardized
nati onal 60-day epi sode paynent rates was a nultistep
process conbi ning each of the data sources descri bed
above. As stated above, section 1895(b)(3)(A) (i) of the
Act requires that-- (1) the conputation of a standard
prospective paynent amount that includes all costs of
hone health services covered and paid for on a
reasonabl e-cost basis be initially based on the nost
recent audited cost report data available to the
Secretary, and (2) the prospective paynent anmounts be
standardi zed to elimnate the effects of case-m x and
wage | evel s anong HHAs. The budget neutrality provision,
with the 15-percent reduction and conti ngency reduction
to IPS, originated fromthe BBA, was del ayed by OCESAA,
and further anended by BBRA to delay the 15 percent
reduction by one year, while elimnating the contingency

reduction to I PS. The data used to devel op the HHA PPS
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rates were adjusted using the | atest avail abl e market
basket increases occurring between the cost reporting
periods contained in our database and Septenber 30, 2001.

Wth data described above, we cal cul ated the
st andard average prospective paynent anmount for the 60-
day episode using the follow ng fornmula:

' We nultiply the national nean cost per visit
updated for inflation for each of the six disciplines
(skilled nursing, physical therapy, occupational therapy,
speech-| anguage pat hol ogy services, nedical social
services, and hone health aide services) in a 60-day
epi sode by the national nmean utilization for each of the
six disciplines in a 60-day episode sumed in the
aggregate. W add to the figure derived fromthe above
cal cul ati on, amounts for--

++ Nonroutine nedical supplies paid on a
reasonabl e- cost basis under a home health plan of care;

++ Nonroutine nedical supplies that could have been
unbundl ed to Part B that will be included under the PPS
rate;

++ Therapy services that could have been unbundl ed

to Part B that will be included under the PPS rate;
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++ An OASIS adjustnment to pay HHAs for estinmated
ongoi ng OASI S assessnent reporting costs; and

++ A one-tine inplenentation adjustment to pay HHAs
for estimated costs associated with inplenmenting the
revisions to the OASI S assessnent schedules in order to
classify patients into the appropriate case-m x
categories for paynent for the first year of PPS.

I Nonroutine Medical Supplies

The per-epi sode nonroutine nmedical supply anmounts,
paid on a reasonable cost basis under a hone health plan
of care, were calcul ated by sunm ng the nonroutine
medi cal supply costs for all of the providers in the
audi ted cost report sanple weighted to represent the
nati onal popul ation and updated to FY 2001. That total
was di vided by the nunber of episodes for the providers
in the audited cost report sanple weighted to represent
t he national popul ation and updated to FY 2001.

The per-epi sode possi bl e unbundl ed nonrouti ne
medi cal supply amounts billed under Part B included in
the PPS rate were cal cul ated by sunm ng the all owed
charges for the revised 178 HCPCs codes (described in
sections Il.B and 1V.) in cal endar year 1998 for

beneficiaries under a hone health plan of care. That
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total was divided by the total nunber of episodes in
cal endar year 1998 fromthe epi sode dat abase.

I Possible unbundl ed therapies billed to Part B
that will be included under the PPS Rate

As di scussed in the response to coments and section
[11. of this regulation, prior to consolidated billing
requi renents governing PPS, HHAs may have been unbundl ed
t herapy services to Part B. Although this was a rare
occurrence, we re-exam ned our approach to cal cul ating
the PPS rate. There is an additional therapy adjustnment
to the nonstandardi zed 60-day episode. For further
detail, see section IV.B.3. The rate nethodol ogy is
provided in Table 5 bel ow.

I Ongoing OASIS Cost Adjustnents

In the August 11, 1998 IPS Per-Visit and Per-
Beneficiary Limtations notice (63 FR 42912) HCFA
di scussed a proposed adjustnment for HHAs for the agency
col l ection of the Qutcome Assessnent |nformation Set
(OASI'S) Data. Collecting and reporting OASIS is a
condition of Medicare participation for HHAs. As we
stated in the August 11, 1998 IPS notice, we believe
there will be no permanent ongoing increnental costs
associated with OASIS collection. Additionally, we

believe that there will be no further one-tine, start-up,
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OASI S reporting costs beyond those recogni zed at the

i nception of OASIS coll ection under IPS. However, we do
beli eve that ongoing costs are associated with reporting
OASI S data. Qur proposed adjustnent for the ongoing
costs associated with OASIS reporting is based on
information fromthe ongoing Medicare Quality and

| mprovenent Denonstration, as well as the OASIS
denonstrati on data. W assune, for purposes of deriving
the OASI S proposed adjustnent, that the typical HHA has
486 adm ssions and 30,000 visits per year and an 18
person staff. OASIS reporting adjustnents are unlike the
one-tinme OASIS collection adjustments published in the
August 11, 1998 Federal Register which were based only on
t he nunmber of skilled visits. These reporting

adj ustnments are based on total Medicare visits. The
followng are HCFA's estimates of costs that a typica
HHA wi Il incur for OASIS reporting which formthe basis
of the per-visit OASIS reporting adjustment and the per-
epi sode OASIS adjustnment. The first descriptive chart

bel ow shows the base OASIS reporting costs for an HHA

whi ch include the following: audits to ensure data
accuracy; data entry, editing and auditing; supplies; and
t el ephone costs. We estinmate these ongoing OASIS costs

to total $.101228 per visit. The second descriptive
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chart shows the OASI S personal conmputer costs for those
HHAs that are unable to run OASI S because they | ack the
requi site hardware needed to support automation of the
assessnent tool. W estimate this percentage to be 50
percent (64 FR 3759). These costs consist of the
depreciation of a personal conputer and printer. For
years one through three, HHAs are able to depreciate both
t heir personal conputer and printer. W estimate this
OASI S cost to be $.026778 per visit. For years four and
five, HHAs can only depreciate their printer. W
estimate this OASIS cost to be $.004 per visit. |In order
for HHAs to keep pace with the ever evol ving conputing
standards, to include enhancenents to conputer hardware
and software, as well as future versions of Haven's OASI S
software, this process of the depreciation of conputer
hardware is one that would repeat itself every five
years. Simlarly, a yearly average conputer hardware
depreciati on adjustnment was conputed to yield an OASI S
adj ustment for each of the five years. This was
acconplished by multiplying the first three years'
conmput er hardware depreciation adjustnent of $.026778 by
3, multiplying the follow ng two years' conputer hardware
depreci ati on adjustment of $.004 by 2, sunm ng those two

factors, and dividing that sum by the total nunber of
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depreci able years (five), to get a yearly average for the
conput er hardware depreciation adjustnment of $.017667.
This yearly average for conputer hardware depreciation
adj ustments ($.017667), when added to the base OASIS
adj ust ment ($.101228), results in a total OASIS
adj ustment of $.118895 rounded to $.12 per visit.

For purposes of calculating the ongoing OASIS
adj ustment for the 60-day episode paynent, we nultiplied
t he average nunber of visits per 60-day episode (36
visits) by the total rounded per- visit OASIS adjustnment
($.12 per visit). The calculation resulted in a per-
epi sode OASI S adj ustnment of $4.32 for each 60- day
epi sode under HHA PPS. The home health prospective
paynment cal culation is provided in Table 5.

We cal cul ated the ongoi ng OASI S adjustnent for the
low utilization paynment adjustnents by adding the total
rounded per- visit OASIS adjustnent ($.12 per visit) to
t he national standardi zed average cost per visit by
di scipline for each of the four or fewer visits provided
in the episode. The low utilization paynent adjustnent

calculation is provided in Table 6.
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Base (for dat

a reporting)

312

Type of Adjustment Source Formula Cost per Visit
Audits to ensure data accuracy University of Colorado (CHPR) (((((10 records per month * 12 months)) * .25 hrs) $.02542
BLS Occupational Employment Survey (1996) * $25.42) /
1994 & 1995 HCFA Cost Report Data 30,000 avg visits)...professional staff
Data entry, editing, & auditing University of Colorado(CHPR) ((((8.5 hrs per month * 12) + $.059667
(5 hrs per month * 12) +
(1 hr per month * 12) +
(5 hrs per year))
Estimated average salary for clerical staff * $10 per hour) /
1994 & 1995 HCFA Cost Report Data 30,000 avg visits)
Supplies HCFA-3006-IFC OASIS Reporting (64 FR 3748) $250 avg cost / $.008333
1994 & 1995 HCFA Cost Report Data 30,000 avg visits
Dngoing telephone oosis Bell Atlantic (((($13.14 per month, per line) + $.007808
($ 6.38 per month subscriber fee)) * 12 months) /
1994 & 1995 HCFA Cost Report Data (for average size HHA) 30,000 avg visits)
TOTAL $.101228

Conti nuous Oasi s Adj ustnent:

5 year

depreci ation averagi ng (for

data reporting)

Type of Adjustment

Source

Formula

Cost per Visit

Computer Hardware:

American Hospital Association's.......

Health Data & Coding Standards Group's

“Estimated Useful Lives of Depreciable Hospital Assets” {revised
1998}

$2050 computer depreciated over 3 years....

- Computer Average cost for PC with minimal acceptable standards (($2050/3) / 30,000 avg visits $.022778

1994 & 1995 HCFA Cost Report Data
$600 printer cost depreciated over 5 years...

- Printer Average cost for printer with minimal acceptable standards (($600/5) / 30,000 avg visits $.004
1994 & 1995 HCFA Cost Report Data
First 3 Year's Adjustment *Note: computer & printer depreciation $.026778
Next 2 Year's Adjustment *Note: printer ONLY depreciation $.004
5-Year Average Adjustment ((($.026777 * 3) + ($.004 * 2)) / 5) $.017667




Per sonal Conputer M ni mal Speci fications

Descri ption M ni mal Specifications
Warranty M ni mrum 3 year
Processor Pentium Il Processor running at 400 Mz w 512 Cache
Qperating System 32-bit operating systemw th Gaphical User Interface
Hard Drive 3 Gb Hard drive nininum
Menor y 32 MB m ni mum
CD ROM 14-32 X, IDE, integrated sound
Fl oppy Drive 3.5" 1.44 MB diskette drive
Fax Mbdem 56K v. 90 Dat a/ Fax
Moni t or 17" Col or Monitor
G aphi cs MB AGP
Mouse Wheel nouse
Keyboar d 104 key ergonom c keyboard
Anti Virus Anti Virus Software
Managenent Syst em nanagenent client software/license
Sof t war e
Printer 600 dpi Laser printer with cable

OCasi s Adjustnment: “One-Tinme” (for

data reporting)

Type of Adjustment Source Formula Cost per Visit
Training of Data Entry Staff BLS Employer Provided Training (Hrs of Training (24 hrs * $10) / $.008
1995)

& an estimated average salary for clerical personnel
1994 & 1995 HCFA Cost Report Data

30,000 avg visits

313
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Telephone installation Bell Atlantic ($28 processing fee)
+
Bell Atlantic ($40 per line connect fee)/ «
visits

1994 & 1995 HCFA Cost Report Data

TOTAL One Time Adjustment

I First Year of PPS One-Tine Adjustnment Reflecting
| npl ement ati on Costs Associ ated with Revised OASI S
Assessnment Schedul es needed to Classify Patients into
Appropriate Case-M x Categories for Paynment

As set forth in the honme health PPS proposed rule
published in the Federal Register on COctober 28, 1999,
(64 FR 58134) all data necessary to classify a patient
to one of the 80 HHRG categories are contained in the
OASI S- B suppl enented, as applicable, by one additional
itemregarding projected therapy use in a given 60-day
epi sode. Under PPS, HHAs are required to use the
coll ection and reporting requirenents for the OASIS data
el ements published in the Federal Register on January 25,
1999, supplenented by one additional therapy item as
applicable. W set forth the proposed changes to the
OASI S schedules in the honme health PPS proposed rule. W
al so stated that we expect that the software prograns,
cal | ed grouper software, that use the OASI S-B
suppl enmented by the projected therapy variable and assign

patients to the appropriate groups, will be avail able
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from many software vendors. The version we use will be
avai l abl e at no cost from our HCFA website on PPS. W
proposed the option to build the grouper logic into the
HAVEN software, which is currently used for the
transm ssion of OASIS data for purposes of quality via
the State system

As stated in the InterimPaynent System Notice
published in the Federal Register on August 11, 1998, (63
FR 42912) we set forth the nethodol ogy for the one-tine
of fset adjustnent for the inplenmentation of the hone
health OASIS. The one-time offset adjustment methodol ogy
provi ded financial relief to HHAs for costs associ ated
with integrating the OASIS collection into their overall
approach to conprehensi ve assessnent of patients. The
costs recognized in the one-tine offset adjustnent
met hodol ogy i ncluded three types of costs associated with
training staff, increases in assessnment tine during the
initial inplementation, and staff to revise assessnent
forms and integrate OASIS el enents.

In response to comenters concern with costs
associated with inplenmenting the OASI S-based case-m x
met hodol ogy, we believe there will be a nodified one-tine

adj ustnment for HHAs to inplenment the revised schedul es
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for the start of care and foll ow up assessnents for PPS

i npl enentation. W are providing a refined nethodol ogy
for the one-tinme adjustnment for OASIS scheduling changes
required by the case-m x adjustnent net hodol ogy for the
first year of PPS inplenmentation. This is a one-tine one
year inplenmentation adjustnment. This nethodology is a
refined version of the offset adjustment set forth in the
August 11, 1998 Interim Paynent System Notice. The total
of fset adjustnment described in the August 11, 1998 notice
was applied by--

' First, nultiplying the |abor portion of the per-
visit limtation for skilled nursing, physical therapy,
speech | anguage pat hol ogy, and occupati onal therapy by
the factor of 1.003513 for training and fornms revision;

! Secondly, adding the non-I|abor portion to the
adj usted | abor portion; and

I Thirdly, adding one cent for printing costs.

Under PPS, we are applying the sane fornula to the
non- st andar di zed average nunber and average cost per-
visit amounts for episodes containing 5 or nore visits
for skilled nursing services, physical therapy services,
speech- | anguage pat hol ogy services, and occupati onal

t herapy services. That aggregate non-standardi zed anpunt
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wi Il then be adjusted by an OASI S schedul i ng adj ust ment
factor.

As part of the formal OMB cl earance process (see
section VI. of this regulation for OVB approval nunber),
we requested the follow ng nodifications to the current
Version Start of Care/ Resunption of Care Version Form
HCFA- R245A approved 6/99, Follow Up Version Form HCFA-
R245B approved 6/99 for purposes of case-m x adjusting
patients under hone health PPS.

I Modification to the Version Start of
Car e/ Resunption of Care Version Form HCFA- R245A approved
6/ 99
1) New Therapy Threshold Question discussed in the
background section of this package.

MO825 Therapy Need: Does the care plan of the Medicare
paynment period for which this assessnent will define a
case-m x group indicate a need for therapy (physical,
occupational, or speech therapy) that neets the threshold
for a Medicare high-therapy case-m x group?

0- No

1-Yes

NA- not applicable
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I Mdification to the Foll ow Up Version Form HCFA-
R245B approved 6/99
1) Must add the follow ng already approved OASIS itens to
t he Foll ow Up schedul e:
MO230 Honme Care Di agnosi s
MD)240 Ot her Di agnosis
MO390 Vi si on
2) Must nodify and add the current approved OASIS item
MO170 regardi ng hospital discharge or nursing home care
di scharge within the past 14 days.
3) Must add the therapy threshold variable (M)825) to the
Fol |l ow-Up OASI'S Form and Schedul e.

We believe there will be a nodified one-tine
adjustnment for HHAs to inplenent the revised schedul es
for the start of care and foll ow up assessnents as

foll ows:
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Average Number | Average Cost
of Vidits per Vist Aggregate Total
Visit by Discipline (A) (B) ((A)* (B))
SK Nursing 14.08 $94.96 $1,337.04
PT 3.05 $104.05 $317.35
SPL .18 $113.26 $20.39
oT .53 $104.76 $55.52
Total $1730.30
Appr oach:
1) Total = $ 1730.30
2) Labor Portion = 1730.30 X .77668= 1343. 89
Non- Labor Portion = 1730.30 X .22332 = 386.41
3) Adjusted Labor Portion = 1343.89 X 1.003513 = 1348.61
4) Adjusted Labor Portion 1348.61 + Non-Labor Portion
386.41 = 1735.02
5) .01 for printing + 1735.02 = $1735.03
6) 1735.03/80 (80 OASIS itens) = $21.69
7) 21.69/4 (4 types of OASIS Schedul es) = $5.42
8) We believe $5.42 reflects the cost for a new item

added to a new schedul e.

Therefore, $5.42 is the figure

used to reflect the need to add the new therapy vari abl e

to Start

to case-n x adj ust

of Care/ Resunption of Care Assessnment Schedul es

the initial episodes as part of the
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i npl ement ati on adjustnment to the 60-day non-standardi zed
epi sode anount.

We nmust then add the cost of adding the new therapy
variable to the Follow Up Assessnent Schedule as well as
three already approved OASIS itens. As set forth in the
approach on the previous page, adding the new therapy
vari able to an assessnent schedule is projected to cost
$5.42 for the first year of inplenentation. In addition
to the new therapy variable, three of the already
approved OASIS itens need to be added to the Fol |l ow up
OASIS. W estimted that adding a newitemto the OASI S
schedul e woul d cost $5.42. W are applying an adjust nment
factor to that ampunt to account for the three additional
al ready approved OASIS itens to the Foll ow Up Assessnent
schedule. We nultiply the 5.42 for the new therapy
variable by 3/80 (3 of the total 80 OASIS itens). (W
are applying a scheduling adjustnment factor of 3/80 to
the $5.42 anmpbunt to recognize that the three OASIS itens
are already approved and are only added to a new
assessnent schedule.) The Foll ow Up Assessnent schedul e
will now include the new therapy variable ($5.42)and the
three already approved OASIS itens ($5.42 * 3/80). The

formula for the costs associated with the one-tinme first
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year inplenentation of the Scheduling Changes to the
Fol l ow- Up Assessnent is as follows: $5.42 for the new

t herapy variable plus an additional $0.20 ($ 5.42 X .0375
or (3/80)) = $5.62 per patient per Follow Up assessnent
used to case-m x adjust subsequent episodes for

conti nui ng hone health care.

The non-standardi zed 60-day episode anmount for each
Start of Care 60-day episode will be adjusted to offset
the one-tinme inplenmentation cost and burden associ at ed
with the OASIS scheduling nodifications required to
i npl ement the case-m x net hodol ogy for the first year of
HHA PPS. The non-standardi zed 60-day epi sode anmount for
each foll ow-up assessnent used to case- m x adjust
subsequent episodes will also be adjusted. These
adj ustnments will be conbined and refl ected as
proportional adjustnents.

Qur research upon which we are basing the national PPS
rate indicates that about 60 percent of episodes are
conpleted within 60-days. W are using the follow ng
approach to reflect the one tinme transition:

Start of Care Assessnents used for initial episodes (.60
X $5.42) + Foll ow Up Assessnments used for subsequent

epi sodes (.40 X $5.62) = an adjustnment of $5.50 for each
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non- st andar di zed 60-day epi sode for the first year of
PPS.

The nonst andardi zed average prospective paynent anount
must be then standardized to elimnate the effects of
case-m x and wage | evels anmong HHAs. The standard
average prospective paynent anount for the 60-day episode
equal s the nonstandardi zed average prospective paynent
amount for a 60-day episode divided by the
standardi zati on factor. The standardi zation factor is
di scussed in section IV.C. 4 of this regulation. Once the
payment rate is standardi zed, that amount is nultiplied
by the budget-neutrality factor. The budget-neutrality
factor is discussed in section IV.C.5 of this regul ation.
The standardi zed budget-neutral anount is divided by 1.05
to account for outlier paynents capped at 5 percent of
total estimated outlays under PPS.

The actual national 60-day episode paynent amount that
will be paid to HHAs incorporates the standard average
prospective paynent amount adjusted to account for case-
m x and wage index. All of the elenents incorporated
into the national 60-day episode paynment anmounts (the
standard average prospective paynment anmount adjusted to

account for case-m x and wage i ndex) nust be budget
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to the interimpaynment systemlimtation anounts.

Table 5 illustrates the honme health prospective paynent

cal cul ati on.

TABLE 5--Home Health Prospective Paynent Cal cul ation
Average
number of

Total Costs for all visits for

providers in the PPS episodes

audit sample Total Visits for all Average Cost | with >4 Home Health

(weighted, updated to providers in the per Visit from | visits from Prospective

FY 2001, and visit PPS audit sample the PPS audit | the CY 1998 Payment Rate
Home Health Discipline Type limit adjusted) (weighted) sample Episode File
Home Health Aide Services 5,915,395,602 141,682,907 $41.75 13.4 $559.45
Medical Social Services 458,571,353 2,985,588 $153.59 .32 $49.15
Occupational Therapy Services 444,691,130 4,244,901 $104.76 .53 $55.52
Physical Therapy Services 2,456,109,303 23,605,011 $104.05 3.05 $317.35
Skilled Nursing Services 12,108,884,714 127,515,950 $94.96 14.08 $1337.04
Speech Pathology Services 223,173,331 1,970,399 $113.26 .18 $20.39
Total Non Standardized Prospective Payment Amount Per 60-Day Episode For FY 2001 $2338.90
Average Cost per Episode for Non Routine Medical Supplies included in the home health benefit and reported as costs $43.54
on the Cost Report
Average Payment per Episode for Non Routine Medical Supplies possibly unbundled and billed separately to Part B $6.08
Average Payment per Episode for Part B Therapies $17.67
Average Payment per Episode for OASIS One Time Adjustment for form changes $5.50
Average Payment per Episode for Ongoing OASIS Adjustment Costs $4.32
Total Non Standardized Prospective Payment Amount Per 60-Day Episode For FY 2001 Plus Medical Supplies & $2,416.01

Ongoing OASIS
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Total Non Standardization Factor for Budget Outlier Final

Standardized Wage Index and Case-Mix Neutrality Adjustment Standardized and

Prospective Payment | /1 Factor /2 Factor /3 Budget Neutral

Amount Per 60-Day Prospective

Episode for FY 2001 Payment Amount
Per 60-Day
Episode for FY
2001

$2,416.01 .96184 .88423 1.05 $2115.30

1/ (Based on 100% episode wage indicies with therapy/nontherapy factors based on ABT

data

2/ (Budget neutral to current IPS)
3/ (Adjustment to PPS rate to account for 5% of total payments to outlier episodes)

Cal cul ation for
i ncl uded

Amount

Non Routi ne Medi cal
in the Honme Health Benefit

Suppl i es Per

Epi sode

Total number

Average Cost per

Average Cost per
Episode for Non
Routine Medical
Supplies

Non Routine Medical of episodes Episode for Non Routine included in the

Supplies included in for those Medical Supplies Market home health

the home health providers in included in the home Basket benefit and

benefit and reported the audited health benefit and Update reported as costs

as costs on the Cost cost report reported as costs on the Factor to FY | on the Cost

Report sample Cost Report 2001 ¥ Report
$234,547,615 5,733,010 $40.91 1.0643 $43.54

YSource: Audited Cost Report Data from the audit sample updated to FY 2001 and weighted to

National Totals

ZSource: Calendar Year 1998 Episode file
¥Cumulative Market Basket Update Factor for years 1999 - 2001
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Cal cul ation for Non Routine Medical Supplies Possibly Unbundl ed and Billed under

Part B
Total number of Updated average
episodes for all Payment per
Non Routine Medical providers in the Average Payment per Episode for Non
Supplies possibly calendar year Episode for Non Routine Medical
unbundled and billed | 1998 file adjusted | Routine Medical Supplies possibly
separately to Part B for estimated total | Supplies possibly DME Fee unbundled and
and reimbursed on episodes in FY unbundled and billed Schedule Update billed separately
the Fee Schedule ¥ 2001 % separately to Part B to FY 2001* to Part B
$37,526,132.26 6,170,887 $6.08 1.0 $6.08

YSource: 1998 National Claims History Part B file extract for 178 codes matched to the 60-day episode file by beneficiary and
dates of service

ZSource: Calendar Year 1998 Episode file

¥There exists no update to the DME Fee Schedule affecting Non Routine Medical Supplies for years 1999-2001
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Therapy services
billed separately to
Part B

Total number of
episodes for all
providers in the
calendar year 1998
file adjusted for
estimated total
episodes in FY 2001
2/

Average
Payment per
Episode for Part
B Therapies

Physician Fee
Schedule Updates
to FY 2001 3/

Updated Average
Payment per Episode
for Part B Therapies

$94,200,316.08

6,170,887

$15.27

1.157

$17.67

1/Source: 1998 National Claims History Part B extract file for 57 CPT therapy codes for
Physician/Supplier claims and for the physical therapy, occupational therapy, and speech therapy
revenue center codes matched to the 60 Day episode file by beneficiary and dates of service
2/Source: Calendar Year 1998 Episode file
3/Cumulative Update Factor for Part B Therapies based on Physician Fee Schedule Updates for
years 1999 - 2001

Each component of the nethodol ogy is di scussed bel ow.

1. Cost

Dat a- - 60- Day Epi sode Paynent

The audited cost
section
devel opi ng the nati onal
epi sode is the audited cost
cal cul ated the nati onal
the six disciplines (skilled nursing,
occupati ona
medi cal

used in a 60-day episode.

| V. of

soci al

t her apy,

t he average cost per

dat a

this regul ati on.

servi ces,

epi sode for

i s di scussed above

mean cost

mean cost

per visit for

per visit for

physi cal

in detail in
The data source used in
a 60-day
report sanple database. W
each of
t her apy,

speech- | anguage pat hol ogy servi ces,

and honme health ai de services)

The data source in devel oping

nonrouti ne nedi cal
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supplies paid on a reasonabl e-cost basis under a hone
health plan of care is the audited cost report sanple
dat abase al so di scussed in section Ill. this regulation.

2. Utilization Data--60-Day Epi sode Paynent

As di scussed above, devel oping the national nmean nunber
of visits for each of the six disciplines in a 60-day
epi sode resulted fromthe thorough analysis of the
national clainms history.

3. Updati ng the Data

The HHA mar ket basket index reflects changes over tine
in the prices of an appropriate m x of goods and services
included in covered HHA services. The HHA market basket
index is used to devel op the national 60-day episode
paynment rates. The data used to devel op the HHA PPS
rates were adjusted using the | atest avail abl e market
basket increases occurring between the cost reporting
periods contained in our database and Septenber 30, 2001.
For each of fiscal years 2002 and 2003, section 1895
(b)(3)(B)(ii) of the Act requires the standard
prospective paynent anpunts be increased by a factor
equal to the home health market basket mnus 1.1
percentage points. In addition, for any subsequent

fiscal years, the statute further requires the rates to
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be increased by the applicable home health market basket

i ndex change. A conplete discussion concerning the
desi gn and application of the HHA market basket index and
the factors used in devel oping the 60-day episode paynent
rates is discussed in section IV.B.2. of the regul ation.

4. St andar di zati on Fact or

Section 1895(b)(3)(A) (i) of the Act requires that the
prospective paynent anpunts be standardized to elimnate
the effects of variation in wage |evels and case-m X
anong HHAs. The objective of standardi zation is to
ensure that the wage-index and case-m x adjustnents to
t he epi sode paynent anmount do not alter the aggregate
payments that would occur in the absence of these
adjustnments. All the estinmates described in this section
are based on episodes with nore than four visits since
only those episodes will be paid on a per-episode basis.

Several types of information are required for
standardi zation. To account for wage differences, the
proportion of |abor and nonl abor conmponents of HHA costs
must be identified. These proportions are based on the
relative inportance of the different conmponents of the
HHA mar ket basket index. As calcul ated, the | abor-

related portion of cost is 77 percent and the nonl abor -
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related portion is 23 percent. Wage differences are
measur ed using the hospital wage index. In standardi zing
t he epi sode paynent anount, we used the pre-floor and
pre-reclassified FY 2000 hospital wage index, which is
based on FY 1996 hospital wage data. For application of
t he wage index, the statute allows us to use the service
area or any other area we specify. As noted in the
proposed rule, to be consistent with the current interim
paynment system the wage index value that will be applied
to the | abor portion of the episode amount will be the
appropri ate wage i ndex for the geographic area where the
beneficiary received hone health services. The best
source of data on wage-index variation anong 60-day
epi sodes that was avail able for standardization was the
epi sode data set that we constructed from 1998 Medi care
home heal th cl ai ns.

To account for case-m x differences, it is necessary to
have information on the distribution of 60-day hone
heal t h epi sodes anong the 80 groups of the HHRG case-n x
system For this final rule, we were able to exam ne
nore data on case-m x variation than was avail able for
t he proposed rule. For the proposed rule, the only

avai l abl e data on epi sodes classified by HHRG was the Abt
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data set that was used to devel op the HHRG case-m X
classification system For the final rule, we had access
to an updated (and | arger) Abt data set, early data from
the OASIS national repository, and the 1998 episode file
constructed from Medicare clains to which we were able to
assi gn average therapy and non-therapy HHRG wei ghts.

We first conpared the Abt data to the data fromthe
OASI S national repository. W conpared the distributions
of the responses to the OASIS itenms used in constructing
the HHRGs. In addition, we conpared the distributions of
the HHRGs for both of these data sets. This conparison
had to be made using only 40 of the 80 HHRGs as therapy
assi gnnments could not be nmade fromthe national OASIS
data. (Tine lags in the receipt of clains for episodes
corresponding to the OASIS fromthe national repository
prevented us from maki ng therapy assignnents for the
national OASIS data.) Despite this limtation, the
conparisons we were able to nake showed a hi gh degree of
simlarity between the two data sources and increased our
confidence that the Abt data set is representative of
nati onal case-m x variation.

We next conpared the Abt data to the 1998 epi sode data

set derived from Medicare clains. |In particular, we
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conpared the distributions of estimated cost for the two
data sets. Cost was estimated by multiplying the
national per-visit costs for each discipline by the
nunber of visits in each discipline and sunm ng the
total. Cost distributions were constructed for the Abt
data using both sanples, with and wi thout applying the
popul ati on wei ghts described in the proposed rule. W
found that the cost distribution of the unwei ghted Abt
data matched the 1998 episode data much nore closely than
did the weighted Abt data. Fromthis analysis, we
concl uded that the unwei ghted Abt data provided a good
basis for conparison of standardization factors.

To make full use of the avail able data, we devel oped
the followi ng strategy for standardi zi ng the epi sode
anmount :

I First, we estimated three standardi zati on factors

using the Abt data set. The first one accounts only for
variation in wage index values; the second accounts for
wage i ndex and case-m x variation, using all 80 HHRGs;
the third accounts for wage index and case-m x variation,
usi ng HHRG wei ghts col | apsed to therapy and non-therapy
averages. All three Abt standardi zation factors are very

simlar: .97510, .97945, and .97888, respectively.
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I Then, we estimated two standardi zati on factors using
the 1998 national clains episode data: a wage-only
factor and a wage and two case-ni x groups factor. The
wage-only standardi zati on factor was .95808, conpared to
. 97510 for the corresponding factor using the Abt data.
The wage i ndex and two case-m X groups standardization
factor was .96183, conpared to .97887 for the
corresponding factor fromthe Abt data.

For several reasons, we decided to use the wage index
and two case-m x groups factor fromthe 1998 nati onal
clainms data as the final standardization factor for this
rul e.

' First, the national clains data provides the nost
reliable estimate of the effects of wage index variation;

I  Second, there was hardly any difference in the wage
and case-m x standardi zati on factors based on the Abt
data using either 80 HHRGs or the coll apsed two-groups;

' Third, overall there was a high degree of simlarity
of val ues obtained fromall of the various nethods.

Each of the estimates of the standardization factor was
calculated in the foll owi ng manner

I For each episode (or in the case of the Abt data,

t he nunmber of episodes represented by each sanple
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epi sode), the appropriate wage i ndex value was nultiplied
by the | abor-rel ated proportion of cost (.77668) and
added to the nonl abor-related proportion (.22332) to
obtain a wage-adjustnent factor;

' In turn, the wage-adjustnent factor was nultiplied
by the HHRG rel ative wei ght;

! The product of the wage and case-m x factors was
sumred over all episodes in the database, yielding a
case-m x and wage- adj usted epi sode sum

' Dividing the case-m x and wage-adj usted epi sode sum
by the total nunber of episodes (the unadjusted episode
sum vyields the standardization factor, a ratio that
i ndi cates how the conbi ned effects of wage and case-m X
variation inmpact aggregate paynents;

' |If the standardi zation factor is greater than one,

t he unst andardi zed epi sode cost nust be reduced to
account for the aggregate paynent effect of the case-m x
and wage i ndex paynent adjustnents;

I |If the factor is less than one, then the
unst andar di zed epi sode cost nust be increased to
accomplish the sanme objective. The standardi zed epi sode
ampunt is equal to the unstandardi zed epi sode cost

di vi ded by the standardi zation factor. Note that al
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three of our estimates were |ess than one, which inplies
that the standardi zation factor increases the standard
epi sode amount. Qur final standardization factor
produces an increase of about 4.7 percent.

5. Budget - Neutrality Factor

To determ ne the budget neutrality adjustnment, we use
our nost current estimate of incurred costs for hone
heal t h expenditures in FY 2001 under the interim paynent
system (IPS). Under the President’s FY 2001 Budget
assunptions, we are projecting this amunt to be $11, 273
mllion. This amount includes the nedical supplies which
were billed separately under IPS but will be bundl ed
under PPS. Qur best estimte of what woul d be spent in
FY 2001 on Part B therapies not currently included in the
home health benefit but which will be covered by the
benefit under PPS is $109 mllion. W did not include
this in the hone health spending for the FY 2001 budget
because we had not yet determned it needed to be added
to the spending target. W are adding $109 million to
the $11,273 mllion to determ ne the total spending
target for home health PPS spending, $11,382 million. W

are estimating that there would have been 137,271, 000
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visits incurred in FY 2001. The follow ng table outlines

t he variables used to determ ne the adjustnent:

Period Visits Visits/per Episode Number of Episodes
1) ) ©) 4)
CY 1997 280,569,000 30.99 9,054,000
CY 1998 163,208,000 26.88 6,072,000
FY 2001 137,271,000

Colum (2) represents the actuaries’ best estimte of the
nunber of visits incurred in each of the tine periods.
These nunbers differ fromthe nunber of visits in the

epi sode files. The episode files were created to analyze
visits per episode and were not neant to be the basis for
t he actual nunber of visits incurred in cal endar years
1997 and 1998.

Columm (3) was determ ned fromthe episode files we had
created. Columm (4) was determ ned by dividing Colum
(2) by Colum (3) and rounding to the nearest thousand.
From t hese nunbers we need to determ ne the nunber of
visits per episodes we would have if we had an epi sode
file created for 2001. This would then allow us to

determ ne the nunber of episodes there will be in 2001.
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From the table, we can see that the nunber of visits
declined by about 42 percent from CY 1997 to CY 1998.
The episode file analysis showed that one-third of this
decline was due to a decline in the nunber of visits per
epi sode. Between CY 1998 and FY 2001, we are projecting
a further 16 percent decline in the nunber of visits. W
are assum ng that one-third of this decline will be
attributable to the decline in the nunber of visits per
epi sode. This results in nunmber of visits per episode of
25.5. Dividing 137,271,000 visits by 25.5 results in
5, 383, 000 episodes. This would be the nunber of expected
epi sodes if episodes were not all starting on October 1,

2001. Because all patients being served at the beginning

of the fiscal year will be starting a new epi sode on
October 1, we will be making nore episode paynents in
that first year. W wll be paying for an increased

nunber of episodes in FY 2001 conpared to what woul d have
been paid if patients entered PPS only after their
current period of home health care ended. To account for
this first-year anomaly, we increased the nunber of

epi sodes by 3.66 percent over the 5,383,000 determ ned
above. This results in a projected nunber of episodes of

5,580,000 incurred in FY 2001. In fiscal years 2002 and
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later we will be adding $79 to the epi sode paynent since
this anomaly will no longer exist in those years.

These 5, 580, 000 epi sodes need to be split into ful
epi sodes and LUPA epi sodes since our current nunber of
projected visits includes both. W estimate that 5
percent of episodes will be ones with four or fewer
visits. Therefore, 95 percent will receive a full
epi sode paynent. The 1998 episode file showed that 16
percent of episodes would have received a LUPA paynent.
O this 16 percent, only 26 percent or 4 percent of the
total were cases where only 1 to 4 visits were provided
in a single 60-day, non-contiguous period. These cases
woul d clearly receive LUPA paynents under PPS. Twelve
percent of total episodes have less than five visits but
wer e epi sodes which fell at the end of a series of prior
epi sodes. Under a plan of care established for PPS these
"epi sode end" visits may not exist. Because of the
nature of how the episode file created LUPA epi sodes, we
feel that LUPA paynents will make up a snaller portion of
paynments than was shown in the episode file. The
determ nation of this adjustment factor to the episode

paynment is as follows:
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Number of LUPA Episodes | Average LUPA Number of Full Episodes Average Full Episode
Payment (non-LUPA) (non-LUPA) Payment
5,580,000 X .05=279,000 $205.20 5,580,000x.95=5,301,000 $2,416.01
LUPA Full Episode
Projected Payments Before Neutrality (279,000 x $205.20) + (5,301,000 x $2,416.01)
= $57.25 million = $12,807 million

Projected Incurred Spending in FY 2001: $11,382 million

Budget Neutrality Adjustment Factor = (11,382-57.25)/ 12,807 = 0.88423

After applying this adjustnent to the full episode
payments, we expect to have the follow ng incurred
paynments in FY 2001: $57.25 mllion for LUPA paynments
plus 5,301 x $2,416.01 x .88423= $11,325 mllion in full
epi sode paynents, totaling $11,382 mllion.

D. Methodol ogy Used for Low- Utilization Paynments

As di scussed above, section 1895(b)(1) of the Act
requires the devel opnment of the definition of the unit of
paynent or episode to take into consideration the nunber,
type, duration, mx, and cost of visits provided within
the unit of paynment. As a result of our analysis, we
determ ned the need to also recognize a lowutilization
paynment under HHA PPS. Low-utilization paynment would

reduce the 60-day episode paynents, PEP adjustnent or the
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SCI C adj ustnment to those HHAs that provide mnim
services to patients during a 60-day episode.

Payments for lowutilization episodes will be made on a
per-visit basis using the cost per-visit rates by
di scipline determned fromthe audited cost report sanple
for calculation of the standard epi sode amount. I ncl uded
in these per-visit amounts are amounts for (1) nonroutine
medi cal supplies paid under a honme health plan of care,
(2) nonroutine nmedical supples possibly unbundled to Part
B, (3) a per-visit ongoing OASIS reporting adjustnent as
di scussed above, and (4) a one-tinme one year adjustnent
reflecting costs associated with OASIS assessnent
schedul e refinements needed to inplenent the case-m x
met hodol ogy in section V.G of this regulation. W did
not add a per-visit rate adjustnment for therapies
possi bly unbundled to Part B as we did for the per-
epi sode paynents. Based on the analysis of the Part B
t herapy date, we found that bl ending the higher and | ower
t herapy per-visit anmpunts creates an anomal ous result.
We know the per-visit amounts provided in Table 6 are
appropriate. These per-visit "prices" would be updated
in the same manner as the standard episode anount.

However, as discussed in the responses to comment
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section, we have revised our approach to the cal cul ati on
of the anmpbunt paid for each visit price per discipline.
We are retaining the four or fewer visit threshold for
t he LUPA, but are increasing the proposed anmount by using
t he standardi zed wage adjusted national average cost per
visit by discipline amobunts updated by the market basket
to FY 2001. See the response to comment in section III.
of this rule for further clarification.

For lowutilization paynents, they would be adjusted by
t he wage index in the sane manner as the standard epi sode
anount. However, the lowutilization paynments are not
case-m x adjusted. The standardi zation factor used to
adj ust the LUPAs was cal cul ated using national clains
data for episodes containing four or fewer visits. This
standardi zation factor includes adjustnments only for the
wage i ndex. The "savings" fromthe reduced epi sode
payments would be redistributed to all episodes.

Below is Table 6 which presents the hone health | ow

utilization provider adjustnment paynent cal cul ation.
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Paynment Cal cul ati on
Home Health Average Average Average Cost per Average cost Ave Cost per visit Standardiz Outlier Final Wage
Discipline Type Cost per Cost per visit for Non Routine per visit for for one-time ation Adjustment Standardized
Visit from visit for Medical Supplies Ongoing OASIS OASIS Scheduling Factor for Factor 2/ Per Visit
the PPS Non possibly unbundled Adjustment Implementation Wage Payment
audit sample Routine and billed separately Costs 3/ change Index /1 Amounts Per
Medical to Part B and 60-Day
Supplies reimbursed on the Episode For
reported Fee Schedule FY 2001
as costs
on the
Cost
Report
Home Health $41.75 $1.71 $0.23 $0.12 $.21 96674 1.05 $43.37
Aide Services
Medical Social $153.59 $1.71 $0.23 $0.12 $.21 .96674 1.05 $153.55
Services
Occupational $104.76 $1.71 $0.23 $0.12 $.21 96674 1.05 $105.44
Therapy.
Services
Physical $104.05 $1.71 $0.23 $0.12 $.21 96674 1.05 $104.74
Therapy
Services
Skilled Nursing $94.96 $1.71 $0.23 $0.12 $.21 96674 1.05 $95.79
Services
Speech $113.26 $1.71 $0.23 $0.12 $.21 .96674 1.05 $113.81
Pathology
Services

/1 (Based on 100% epi sode for episodes with 4 or fewer visits and wage index only standardization factor)

/2 (Adjustnent to PPS rate to account for 5% of total

paynents to outlier episodes)

/3 (See Section I1.A 3 for description of calculation of OASIS Adjustnent cost)
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i ncl uded

Non Routine
Medical Supplies
included in the
home health
benefit and
reported as costs
on the Cost
Report ¥

Total number of
visits for those
providers in the
audited cost
report sample?

Average Cost

per Visit for Non
Routine Medical

Supplies
included in th
home health
benefit and
reported as
costs on the
Cost Report

e

Market
Basket
Update
Factor to FY
2001 ¥

Updated Average Cost per
Visit for Non Routine
Medical Supplies

included in the home
health benefit and
reported as costs on the
Cost Report

$234,547,615

145,658,396

$1.61

1.0643

$1.71

YSource:

Audited Cost Report Data from the audit sample updated to FY 2001 and weighted to
National Totals
’Source: Calendar Year 1998 Episode file
¥Cumulative Market Basked Update Factor for years 1999 - 2001

Cal cul ation for Non Routine Medical Supplies Per-Visit
Anount Possi bly Unbundl ed and Billed Under Part B
Average
Payment per
Non Routine visits for Non

Medical Supplies

Total number of

Routine Medical

Updated Average

possibly unbundled | visits for all Supplies DME Fee | Payment per visits for Non
and billed providers in the | possibly Schedule | Routine Medical Supplies
separately to Part B | calendar year unbundled and Update to | possibly unbundled and
and reimbursed on 1998 file ? billed separately | FY 2001 ¥ | billed separately to Part B
the Fee Schedule to Part B

$37,526,132.26 163,208,000 $0.23 1.0 $0.23

YSource: 1998 National Claims History Part B file extract for 178 codes matched to the 60-day
episode file by beneficiary and dates of service
“Source: Calendar Year 1998 Episode file

*There exists no update to the DME Fee Schedule affecting Non Routine Medical Supplies for
years 1999 -2001






Cal cul ation for

for Form Changes

Total Cost for OASIS
Scheduling
implementation Change ¥

Total number of visits for all
providers in the calendar year
1998 file ?

Average Payment per visits
for Part B Therapies possibly
unbundled and billed
separately to Part B
Physician/Supplier

$33,939,878.50

163,208,000

$0.21

Y Episode Rate for OASIS Scheduling Implementation Change ($5.50) / the total number of

episodes in 1998 (6,170,887)

Z Calendar year 1998 Episode File

E. Met hodol ogy Used f or
As di scussed above,

required to nake provisions for

establishing outlier paynents.

payments made in addition to regular
adj ust ed epi sode paynents for
unusual ly | arge costs due to patient
needs. CQutlier
estimated cost exceeds a threshold amount for
The outlier
day epi sode paynment for

anount t hat

Qutlier

paynents are made for

Qutlier Paynents

while we are not statutorily
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One-Time OASIS Scheduling | nmplenmentation

outlier paynents, we are

epi sodes that incur

paynments are

60- day case-m x-

hone health care
epi sodes whose

each HHRG

threshold for each HHRG i s defined as the 60-

is the sane for all

case-m X groups.

the HHRG plus a fixed doll ar

| oss

Qutlier



payments are made for 60-day episode paynents that
reflect a PEP adjustnent or SCIC adjustnent. The PEP
adjustnment results in a truncated epi sode period and a
SCI C adjustnment results in a total of the proportional
paynments over a 60-day episode, but these periods could
still incur unusually large costs. The outlier threshold
for the PEP adjustnment is the PEP adjustnment plus the
fixed dollar loss. The outlier threshold for the SCIC
adj ust mrent equals the total SCIC paynent plus a fixed
dollar loss. The wage adjusted conponent discussed bel ow
wi |l be applied consistently for the 60-day episode
paynent, the PEP adjustnent, and the total SCIC
adjustnment. The outlier paynment is defined to be a
proportion of the wage adjusted estimted costs beyond
t he wage adjusted threshold. The threshold amount is the
sum of the wage and case-m x adj usted PPS epi sode anount
and the wage-adjusted fixed dollar |oss anount. The
proportion of additional costs paid as outlier paynents
is referred to as the |loss-sharing ratio.

The fixed dollar |oss ambunt and the | oss-sharing
ratio are chosen so that estimated total outlier paynments
are 5 percent of total episode paynents. The 5 percent

constraint on total outlier paynents creates a tradeoff
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bet ween the val ues selected for the fixed dollar |oss
amount and the |l oss-sharing ratio. For a given |evel of
outlier paynents, a higher fixed dollar |oss anount
reduces the nunmber of cases that receive outlier
payments, but makes it possible to select a higher | oss-
sharing ratio and, therefore, increase outlier paynents
per episode. Alternatively, a |lower fixed dollar |oss
amount neans that nore episodes qualify for outlier
paynments, but outlier paynments per episode nust be | ower.
Therefore, setting these two paraneters involves policy
choi ces about the number of outlier cases and their rate
of paynent.

We initially proposed a |oss sharing ratio of .60 and a
fixed dollar loss of 1.07 tines the national standard
epi sode paynent anmount. For the proposed rule, we
estimated that with these variables, 7.5 percent of total
epi sodes woul d have qualified for an outlier paynment
whil e holding total outlier outlays at 5 percent of
outlays in a given fiscal year. |In response to coments,
we are increasing the |oss sharing ratio fromO0.60 to
0.80 to provide greater conpensation for the episodes

that qualify for outlier paynents. W believe that this
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change is appropriate and will continue to nmonitor the
i npacts of the outlier policy under PPS inplenentation.

The sinmul ations conducted for the proposed rule found
that a loss sharing ratio of 0.80 would require a fixed
dollar loss ratio of 1.35. W have rerun these
sinmul ati ons using the expanded and updated Abt data and
are maki ng sone refinenments in our sinulation nethods.

The new sinul ations also reflect the refinenments for
wound cases that have been incorporated into the case-m X
system The results of the new sinmulations indicate that
a fixed dollar loss ratio of 1.13 is consistent with a
| oss sharing ratio of 0.80. Wth these paraneters, we
estimate that about 6.8 percent of episodes would qualify
for outlier paynents with total outlier outlays equal to
the required 5 percent.

In estimating the final outlier policy paraneters, we
exam ned OASI S data fromthe national repository, an
epi sode data set created from 1998 Medi care hone health
claims, and an updated and expanded data set fromthe Abt
case-m x study. As noted in our discussion of
st andar di zati on, we conpared the OASIS and the Abt data
in ternms of the responses to the 18 OASIS itens used for

case-m x classification and in terns of the distribution
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of episodes across the HHRGs. We al so conpared the Abt
and the 1998 episode data and found that the estinmated
cost distribution based on the pattern of visits within
epi sodes was very simlar in both sets of data. These
conparisons increased our confidence in using the Abt
data to sinulate the outlier policy paraneters. In
addition, the Abt data is the nost conplete data
currently available for estimating outlier policy
variables. 1t contains information on all 80 HHRGs and a
measure of resource cost for each episode. The Abt data
set used for the final outlier policy is about 15 percent
| arger than the data set that was used for the estimtes
in the proposed rule.

The fixed dollar |oss estimte was based on sinul ations
t hat cal cul ated PPS paynents and costs for each episode
in the data set. Paynents were calculated tw ce, once
for a PPS without outlier paynments and again for a PPS
with outlier paynents. For the paynent systemwth
outlier paynents, the LUPA and epi sode paynent anounts
were deflated by 1.05. Using a |oss sharing ratio of
0.80, the sinmulation was repeated until a fixed doll ar
loss ratio was found that resulted in (1) equal total

payments for the PPS with and wi thout outlier paynents,
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and (2) total outlier paynments equal to 5 percent of
total paynents, including outlier paynments. |In addition,
paynment amounts were set to equate total paynments and
total costs. Because the Abt data does not represent al
wage areas of the country, the sinulations did not apply
t he wage index adjustnents that will be applied to actual
outlier paynents. It was not possible to account for PEP
or SCIC adjustnents in the sinulations.

Si mul ati ons were perforned to obtain the nobst
reasonabl e esti mates possible of the fixed dollar |oss
ratio consistent with the 5 percent outlier paynment
target. Based on the experience of the Phase Il per-
epi sode prospective paynment denonstration and the interim
paynent system we were concerned that agencies my
reduce utilization for high-cost episodes in response to
t he budget neutral episode paynent rate. |f our
simul ations failed to account for such reductions, the
sinmul ati ons m ght overestimate agencies’ | osses and | ead
us to set the fixed dollar |oss amobunt higher than
necessary to neet the 5 percent target. W incorporated
estimates of cost reduction into our sinulations that
resulted in a lower fixed dollar loss ratio | ower than

woul d have been chosen otherwise. In general, we assuned
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t hat any reduction in paynent rates below the | evel of
t he nmean cost would be matched by a cost reduction of
equal percentage.

Simul ati ons were also perforned to test the sensitivity
of the fixed dollar loss to alternative proportions of
LUPA episodes. LUPAs can affect the fixed dollar |oss
ratio consistent with a 0.8 loss sharing ratio. Because
they are paid nmuch |ess than regul ar epi sodes,
substantial differences in their frequency can affect
estimated total paynents. Due to the asymmetric inpacts
on outlier and total paynents, variations in the
frequency of LUPAs could potentially lead to either
overestimation or underestimation of the 5 percent
outlier target.

LUPAs conprise 11.6 percent of the episodes in the Abt
data used for the outlier sinmulations. Gven the
incentives under the PPS to obtain the 60-day episode
paynent rather than the LUPA paynent, we believe that
11.6 percent overestimates the frequency of LUPAs that
are likely to occur under PPS. As a result, we sinmulated
the outlier policy under alternative percentage of LUPA

epi sodes.
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It is also worth noting that the case-m x refinenents
for wound cases inproved regul ar epi sode paynents and
reduced the need for outlier paynments for these cases.

The following is a case for illustrative purposes only.
An HHA serves a Medicare beneficiary in State Col | ege PA.
The HHA determ nes the patient is in HHRG C2F2S2. The
patient had physician orders for and received 55 skilled
nursing visits and 40 hone health aide visits during the

60- day epi sode.
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1. Calculation of the Wage-Adjusted Outlier Threshold

The Wage-Adjusted Outlier Threshold Amount is the sum of the Wage and Case-Mix

Adjusted 60-Day Episode Amount and the Wage-Adjusted Fixed Dollar Loss Amount.

a. Calculate Case-Mix and Wage-Adjusted Episode = $3,855.31
Case-Mix Weight = 1.9532
Standard 60-Day Prospective Episode Payment Amount= $2,115.30
Caculate the Case-Mix Adjusted Episode Payment
Multiply the Standard 60-Day Prospective Episode Payment Amount by the Applicable Case-
Mix Weight = (1.9532 * $2,115.30)
= $4,131.60
Divide the Case-Mix Adjusted Episode Payment into the Labor and Non-Labor Portions
Labor Portion = (.77668 * $4131.60) = $3,208.93
Wage-Adjust the Labor Portion by Multiplying the Labor Portion by the Wage Index Factor
(.9139 * $3,208.93) = $2,932.64
Calculate Non-Labor Portion = (.22332 * $4,131.60) = $922.67
Add Wage-Adjusted Labor Portion to Non-Labor Portion to Cdculate the Total Case-Mix

and Wage-Adjusted Episode Payment = (2,932.64 + $922.67) = $3,855.31

b. Calculate Wage-Adjusted Fixed Dollar L oss Amount = $2,230.45
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Fixed Dallar Loss Amount = Standard 60-Day Episode Payment Multiplied by 1.13
($2115.30 * 1.13) = $2,390.29

Divide Fixed Dollar Loss Amount into Labor and Non Labor Portions:

Calculate Labor Portion of Fixed Dollar Loss Amount = (.77668 * $2,390.29) = $1,856.49
Wage Adjust the Labor Portion by Multiplying the Labor Portion of the Fixed Dollar Loss by
Multiplying the Labor Portion of the Fixed Dallar Loss Amount by the Wage Index (.9139 *

$1,856.49) = $1,696.65

Calculate Non-Labor Portion of Fixed Dollar Loss Amount = (.22332 * $2,390.29) =
$533.80

Cdculae Tota Wage Adjusted Fixed Dollar Loss Amount by adding the wage adjusted
portion of the fixed dollar loss amount to the non Iabor portion of the fixed dollar loss amount

($1,696.65 + $533.80) = $2,230.45

Wage-Adjusted Outlier Threshold =Case-Mix and Wage-Adjusted Episode Amount
+ Wage Adjusted Fixed Dallar L oss Amount
= ($3,855.31 + $2,230.45)

= $6,085.76

2. Caculate the Wage-Adjusted Imputed Cost of the Episode

Multiply the total number of visits by the nationd average per-vist amounts listed in Table 6.
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55 skilled nursing visits * $95.79 (nationd average per skilled nursing visit cost) = $5,268.45
40 home hedlth aide visits * $43.37 (nationd average per home hedlth aide visit cost) =

$1,734.80

Cdculate the wage-adjusted |abor and non-labor portions for the imputed skilled nursing visit
costs

Labor Portion= ($5,268.45* .77668) = $4,091.90

Adjust the labor portion by the wage index

Wage Adjusted Skilled Nursing Labor Portion = ($4,091.90 * .9139) = $3,739.59
Wage Adjusted Skilled Nursing Labor Portion = $3,739.59
Caculate the Skilled Nursing Non-Labor Portion
Non-Labor Portion = ($5,268.45 * .22332) = $1,176.55
Non-Labor Skilled Nursing Portion = $1,176.55
Total Wage Adjusted | mputed Costsfor Skilled Nursing Visits = $4,916.14
(Wage Adjusted Skilled Nursing Labor Portion of $3,739.59 + Non-L abor Skilled

Nursing Portion of $1,176.55) = $ 4,916.14

Calculate the wage adjusted labor and non-labor portions for the imputed home hedlth aide vist
costs
Labor Portion= ($1,734.80* .77668) = $1,347.38

Adjust the labor portion by the wage index
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Wage Adjusted Home Headlth Aide Labor Portion = ($1,347.38 * .9139) = $1,231.37
Wage Adjusted Home Health Aide Labor Portion = $1,231.37
Cdculate the Home Hedlth Aide Non-Labor Portion
Non-Labor Portion = ($1,734.80 * .22332) = $387.42
Non-Labor Home Health Aide Portion = $387.42
Total Wage Adjusted | mputed Costsfor Home Health Aide Visits = $1,618.79
(Wage Adjusted Home Health Aide Labor Portion of $1,231.37 + Non-Labor Home

Health Aide Portion of $387.42) = $ 1,618.79

Total Wage Adjusted Imputed Costsfor Skilled Nursing and Home Health Visits

During the 60 Day Episode = ($4,916.14 + $1,618.79) = $ 6,534.93

3. Cdculate the Amount Absorbed by the HHA in Excess of the Outlier Threshold

Subtract the Outlier Threshold from the Tota Wage Adjusted Imputed Per-Vist Cogs for the
Episode

$6534.93 (Tota Imputed Wage Adjusted Per-Visit Costs) - $6,085.76 (Outlier Threshold) =
$449.17

Imputed Amount in Excess of the Outlier Threshold = $449.17

4. Cdculate Outlier Payment by Multiplying the Imputed Amount in Excess of the Ouitlier

Threshold Absorbed by the HHA By the Loss Sharing Retio (80%)
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($449.17 (Imputed Amount in Excess of the Outlier Threshold Absorbed by the HHA *

.80 (Risk Sharing Ratio) = $359.34

Outlier Payment = $359.34

TheHHA in thisillustrative example would receive the total case-mix and wage
adjusted 60-day episode payment of $3,855.31 plusthe additional outlier payment of

$359.34

Total Payment (Episode & Outlier Payment) = ($3,855.31 + 359.34) = $4,214.65



F. Exanpl es of National Standardi zed 60-Day Epi sode

357

Paynent Anpbunts and Low-Utilization Paynent Adjustnents

For any HHRG group, to conpute a case-nm x and wage-

adj usted 60-day epi sode prospective paynent anount,

t he

st andar di zed prospective paynment rate for FY 2001 (see

Table 5 of this regulation) is nmultiplied by the case-m x

index from Table 9 for that HHRG group. To conpute a

wage- adj ust ed nati onal 60-day episode paynent, the |abor-

related portion of the 60-day national prospective
paynment rate for FY 2001 is nultiplied by the HHA' s
appropriate wage index factor listed in Table 4A or

The product of that calculation is added to the

4B.

correspondi ng nonl abor-rel ated conponent. The resulting

amount is the national case-m x and wage-adj usted 60-day

epi sode prospective paynment rate for FY 2001.

Exanple 1. An HHA is providing services to a Medicare

beneficiary in State Coll ege, PA. The HHA determ nes the

beneficiary is in HHRG C2F2S2.

COMPUTATION OF CASE-MIX AND WAGE ADJUSTED PROSPECTIVE PAYMENT AMOUNT

Case-mix index from Table 9 for case-mix group 1.9532
Standardized Prospective Payment Rate for FY 2001 $2,115.30
Calculate the Case-Mix adjusted Prospective Payment Rate for FY 2001 (1.9532 * $2,115.30) | $4,131.60
Calculate the Labor portion of the Prospective Payment Rate for FY 2001 (.77668 *$ 4,131.60) | $3,208.93
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COMPUTATION OF CASE-MIX AND WAGE ADJUSTED PROSPECTIVE PAYMENT AMOUNT

Apply wage index factor from Table 4B for patient in State College, PA (0.9139 * $ 3,208.93) | $2,932.64

Calculate the Non- Labor portion of the Prospective Payment Rate for FY 2001 (.22332 * $4,131.60) $922.67

Calculate Total Prospective Payment Rate for FY 2001 by adding the labor and non labor portion of the $3,855.31

case-mix and wage index amounts ($2,932.64 + $922.67)

Exanple 2. An HHA serves a beneficiary who resides in
Lake Placid, NY. The HHA determ nes the patient is in

HHRG C1F4S3.

COMPUTATION OF CASE-MIX AND WAGE ADJUSTED PROSPECTIVE PAYMENT AMOUNT

Case-mix index from Table 9 for case-mix group 2.2360
Standardized Prospective Payment Rate for FY 2001 $2,115.30
Calculate the Case-Mix adjusted Prospective Payment Rate for FY 2001 (2.2360 * $2,115.30) | $4,729.81
Calculate the Labor portion of the Prospective Payment Rate for FY 2001 (.77668 * $4,729.81) | $3,673.55
Apply wage index factor from Table 4A for patient in Lake Placid, NY (0.8637 * $3,673.55) | $3,172.85
Calculate the Nonlabor portion of the Prospective Payment Rate for FY 2001 (.22332 * $4,729.81) | $1,056.26
Calculate Total Prospective Payment Rate for FY 2001 by adding the labor and nonlabor portion of

the case-mix and wage index amounts ($3,172.85 + $1,056.26) | $4,229.11

Exanple 3. HHA serves a beneficiary who resides in Fort
Collins, CO. The HHA determ nes the beneficiary is in

HHRG C3F0SO0.
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COMPUTATION OF CASE-MIX AND WAGE-ADJUSTED PROSPECTIVE PAYMENT AMOUNT

Case-mix index from Table 9 for case-mix group 1.1973

Standardized Prospective Payment Rate for FY 2001 $2,115.30

Calculate the Case-Mix adjusted Prospective Payment Rate for FY 2001 (1.1973*$2,115.30) | $2,532.65

Calculate the Labor portion of the Prospective Payment Rate for FY 2001 (.77668 * $2,532.65) | $1,967.06

Apply wage index factor from Table 4B for patient in Fort Collins, CO (1.0303 * $1,967.06) | $2,026.66

Calculate the Non- Labor portion of the Prospective Payment Rate for FY 2001(.22332 * $2,532.65) $565.59

Calculate Total Prospective Payment Rate for FY 2001 by adding the labor and non labor portion
of the case-mix and wage index amounts ($2,026.66 +$ 565.59) | $2,592.25

Exanple 4. HHA serves a beneficiary who resides in G and

Forks, ND. The HHA determ nes the beneficiary is in HHRG

COF3S1.
COMPUTATION OF CASE-MIX AND WAGE-ADJUSTED PROSPECTIVE PAYMENT AMOUNT
Case-mix index from Table 9 for case-mix group .8438
Standardized Prospective Payment Rate for FY 2001 $2,115.30
Calculate the Case-Mix adjusted Prospective Payment Rate for FY 2001 (.8438* $2,115.30) | $1,784.89

Calculate the Labor portion of the Prospective Payment Rate for FY 2001 (.77668 * $1,784.89) | $1,386.29

Apply wage index factor from Table 4B for patient in Grand Forks, ND (0.9098 * $1,386.29) | $1,261.25

Calculate the Non- Labor portion of the Prospective Payment Rate for FY 2001(.22332 * $1,784.89) $398.60

Calculate Total Prospective Payment Rate for FY 2001 by adding the labor and non labor portion
of the case-mix and wage index amounts ($1,261.25 + $398.60) | $1,659.85

Exanple 5. An HHA in Baltinore, NMD assigns a patient to
an HHRG at the start of a 60-day episode. The claimfor
the patient indicates that only two visits (one skilled
nursing and one honme health aide) were furnished during

t he 60-day episode. The HHA woul d be paid the | ow
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utilization paynment adjustnment. Any necessary adjustnment
to the request for advance paynent for the episode would

be made on subsequent clainms for the HHA.



COVPUTATI ON OF WAGE | NDEX ADJUSTED LOW UTI LI ZATI ON

PAYMENT
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Number and Visit Discipline Type Episode for FY 2001 ¥

Final Wage Standardized Per-Visit Payment Amounts Per 60-Day

1 Skilled Nursing Visit $95.79

1 Home Health Aide Visit $43.37

Y See Table 6 for the Calculation of Final Wage Standardized Per-Visit Payment Amounts Per 60-Day

Episode for FY 2001.

Calculate the labor portion of the Standardized Per-Visit Payment Amount for 1 Skilled Nursing Visit

(.77668 * $95.79) $74.40
Apply wage index factor from Table 4B for Baltimore, MD (.9892 * $74.40) $73.60
Calculate the non-labor portion of the Standardized Per-Visit Payment Amount for 1 Skilled Nursing Visit
(.22332* $95.79) $21.39
SUBTOTAL-Low Utilization Payment for 1 Wage Adjusted Skilled Nursing Visit rendered in a 60-day episode
($73.60 + $21.39) $94.99
Calculate the labor portion of the Standardized Per-Visit Payment Amount for 1 home health aide visit
(.77668* $43.37) $33.69
Apply wage index factor from Table 4B for Baltimore, MD (.9892* $33.69) $33.33
Calculate the non-labor portion of the Standardized Per-Visit Payment Amount for 1 home health aide visit
(.22332* $43.37) $9.69
SUBTOTAL--Low Utilization Payment for 1 wage adjusted home health aide visit rendered in a 60-day episode
($33.33 + $9.69) $43.02
Calculate Total Low Utilization Payment Adjustment for 2 visits provided during the 60- day episode by adding
the wage adjusted skilled nursing visit and the wage adjusted home health aide visit ($94.99 + $43.02) $138.01

G. Desi gn _and ©Met hodol ogy for Case-M x Adj ustment of 60-

Day Epi sode Payments

1. Revisions to the Case-M x Classification System

In the proposed rule, we described a honme health case-

m x system devel oped under a research contract wth Abt
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Associ ates, Inc., of Canbridge, Massachusetts. The case-
m X system uses selected data elenents fromthe OASI S
assessnment instrument and an additional data el ement
measuring receipt of at least 10 visits for therapy
services. The data elenments are organized into three

di rensions to capture clinical severity factors,
functional severity factors, and services utilization
factors influencing case-mx. In the clinical and
functional dinmensions, each data elenent is assigned a
score value derived fromnultiple regression analysis of
the Abt research data. The score value nmeasures the

i npact of the data elenent on total resource use. Scores
are also assigned to data elenents in the services
utilization dinmension. To find a patient’s case-m X
group, the case-m x grouper suns the patient’s scores
within each of the three dinensions. The resulting sum
is used to assign the patient to a severity |level on each
di mrension. There are four clinical severity |levels, five
functional severity |levels, and four services utilization
severity levels. Thus, there are 80 possible

conbi nati ons of severity |evels across the three

di mensi ons. Each conbi nati on defines one of the 80

groups in the case-m x system For exanple, a patient
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with high clinical severity, noderate functiona
severity, and |low services utilization severity is placed
in the same group with all other patients whose sunmed
scores place themin the sane set of severity |evels for
the three di nensions.

The initial Abt Associates sanple used to devel op the
system descri bed in the proposed rule was subsequently
augnented for a first round of refinenents, as described
in the proposed rule. Follow ng publication of the
proposed rule, we augnented the Abt Associ ates sanple
with the remaini ng outstandi ng data fromthe 90
partici pating agencies, with the intention of re-
estimating the case-m x relative weights based on the
| atest, nost conplete data available. W also pursued
anot her round of refinenments to the systemusing the
augnented data, in response to public comments we
received. The sanple for this phase of refinenments
consisted of 19,204 initial episodes fromthe 90 agency
partici pants.

The public comments on case-m x are summari zed with our
responses el sewhere in the rule. Below we describe the
process we used to revise the case-m x system and the

results. The revised case-m x nodel and scoring system
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are summari zed in Table 7, “Hone Health Resource G oup
Case-m x Classification Decision Tree Logic.”

I Test of newly added data

Bef ore pursuing statistical nodeling in response to
comments, we checked the data newy added fromthe
partici pating agencies for consistency with the previous
data base. This involved re-estimating the regression
equations that determ ned the scores, adding observations
fromthe augnented, final sanple. The results were
consistent with the scores in the proposed rule.
Additionally, we retested a short list of variables that
were elimnated fromthe case-m x nodel at the end of the
first round of refinements because of statistical
i nsignificance. Upon retesting, they were still found to
be statistically insignificant.

I Investigation of wound-rel ated vari abl es

In response to coments fromthe public, indicating
t hat certain wound care patients had costs higher than
predicted by the case-m x nodel, we returned to the
wound-rel ated vari abl es available on the OASIS for re-
investigation. W used the |earning subsanmple fromthe
final, augnented sanple. W tested three types of

changes: re-defining wound vari abl es, addi ng nore wound-
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rel ated vari abl es, and addi ng variables to represent
interactions of wound variables with other vari abl es.

I nteractions capture additional potential sources of
severity or cost inpact associated with certain types of
wound patients. For exanple, patients who have certain
di agnoses may be nore susceptible to sl ow healing wounds.
The statistical results suggested we coul d make
meani ngf ul score distinctions and create additional
| evels for the variables neasuring the status of stasis
ul cers and surgical wounds. |In the proposed rule, the
clinical dinmension distinguished two statuses for the
most probl emati c observabl e stasis ulcer--not healing
(score=24) and all other statuses including no ulcer
(score=0). The refined definition defines three
statuses--early/partial granulation (score=14), not
heal i ng (score=22), and all other statuses including no
observabl e ul cer (score=0). The proposed rul e defined
two statuses for the nost problematic observabl e surgical
wound- - early/ partial granulation or not healing
(score=10) and all other statuses including no observable
surgi cal wound (score=0). The refined definition defines

three statuses--early/partial granulation (score=7), not
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healing (score=15), and all other statuses including no
observabl e surgi cal wound (score=0).

We al so retested the vari abl es nmeasuring pressure
ulcers. We found no contribution to the nodel from
addi ng vari abl es nmeasuring the status of pressure ulcers
when the stage of the nost problematic observabl e
pressure ulcer was already in the nodel. W also
determ ned that defining status |evels beyond the three
included in the proposed rule did not produce neani ngf ul
differences in the scores. Therefore, the final rule
nodel continues to define three levels: stage 1 or 2
(score=15), stage 3 or 4 (score=36), and all other
(i ncluding no pressure ulcer and no observabl e pressure
ulcer) (score=0). In addition, we tested whether the
nunber of pressure ulcers made an i ndependent
contribution to explaining resource use. W found that
havi ng nmore than one pressure ulcer was a significant
predi ctor of resource use when the nultiple ulcers were
stage 3 or 4. Therefore, the nodel in the final rule
includes a variable adding 17 points if the patient has
two or nore stage 3 or 4 pressure ulcers.

We tested a general variable that neasured the presence

of any kind of open wound, decubitus ulcer, stasis ulcer,
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or surgical wound, based on an affirmative answer to
M)445 (does patient have a pressure ulcer?), M468 (does
patient have a stasis ulcer?), M482 (does patient have a
surgi cal wound), or reporting of wound di agnosis codes in
MD230 (primary home care diagnosis). This variable did
not contribute statistically significant explanatory
power when added to the nodel containing the other wound
vari abl es. However, we also tested separately a variable
identifying burn or trauma patients with skin | esions or
open wounds, identified from M)230 (primary di agnosi s)
and MD440 (does this patient have a skin | esion or an
open wound?). This variable did contribute significantly
and has been added to the nodel. The score for this
variable is 21. The burn and trauma di agnosi s code
categories are shown in Table 8B

In addition, we exam ned the inpact of selected
di agnoses that may be associated with difficult-to-heal
wounds, including diabetes, atherosclerosis, peripheral
vascul ar di sease, and heart failure. W tested whether
patients with these di agnoses shoul d be assi gned a hi gher
score for their wound severity. Moist results were not
statistically significant. A few results were

i nconsi stent across neasures of wound severity. W also
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tested a variable nmeasuring whether limted nobility
results in higher cost inpact for severe pressure ulcers,
but this variable did not contribute significantly to the
nodel after all other variables were included. The
reasons for the weak results and inconsistency are
uncl ear, and we did not nake any of these changes to the
clinical dimension. W wll continue to study these
types of issues during further refinement work on | arger
sanples with nore detail ed diagnostic dat a.

Di fferences between the clinical dinmension scores in
the proposed rule and the final rule are generally small
Differences that do exist are attributable to our use of
an augnmented sanple and the use of new variables rel ated
to wounds. I n our nodel-building nethodol ogy, the scores
in the functional dinmension depend on results of the
regression for deriving the clinical dinension scores.
New scores for the functional dinension are very simlar
to the proposed-rule functional scores. Differences that
do exist are attributable to the above-nenti oned changes
to the clinical dinmension. The changes in functional
scoring lead to a slightly different set of severity-
score level intervals conpared to the functional scoring

in the proposed rule. The functional severity-score
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intervals are now m nimal severity: 0-2; |ow severity:
3-15; npderate severity: 16-23; high severity: 24-29;
maxi num severity: 30+. The frequency distribution of the
sanpl e observations across the functional severity levels
is essentially unchanged.

We validated the revised scoring for the clinical and
functional dinmensions using the validation subsanple of
the final, augnented sanple. The results supported the
scoring system devel oped with the | earning subsanpl e.

I Re-exam nation of severity levels in clinical
di mensi on In response to several comments on wound-care
patients, we refined the severity-score intervals in the
clinical dinmension to better differentiate patients who
are clinically nost severe fromremaining patients. The
revised score intervals are as follows: mniml severity:
0-7; low severity: 8-19; noderate severity: 20-40; high
severity: 41+. To determ ne the refined severity-score
intervals, we used the sane process we followed in
devel oping the case-m x systeminitially. W exam ned
the array of scores for natural clustering and the inpact
of alternative sets of intervals on the proportion of
vari ation expl ai ned by the nodel (R-squared). W also

considered increases in the inbalance of the popul ation
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across severity levels. The refined severity score
intervals do result in nore inbalance. The relative
frequencies in the Abt sanple for the revised clinical
severity levels are 30 percent, 36 percent, 28 percent, 6
percent, for mniml, |ow noderate, and high clinical
severity, respectively. In contrast, the previous
nodel s correspondi ng percentages were 30 percent, 30
percent, 23 percent, 17 percent. However, this change
has al so generally resulted in higher case-mx relative
wei ghts for the case-m x groups invol ving noderate and
hi gh clinical severity, where the npst severe wound
patients are likely to be found. It has also resulted in
a w der range of weights for therapy-threshold case-m x
groups and non-therapy-threshold case-m x groups.

I Conparison with the earlier nodel

Al'l conbined, the refinenents nmade to the case-m x
nodel cause a nodest inprovenent in explanatory power.
The proportion of variation explained (R-squared) is now
.34, conpared to .32 for the nodel in the proposed rule.
The nodel now provides for nore adequate paynent for
wound care patients. Sone of these high-cost patients
woul d have been assigned to a different group under the

nodel we presented in the proposed rule. Their renova
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fromthose earlier groups potentially results in a | ower

average cost, and |l ower case-m x weight, for those

groups. We exam ned the inpact on the array of relative

case-m x wei ghts across the case- m x groups. For the

nost part, we find generally small changes in the

i ndi vi dual wei ghts other than the weights for groups

i nvol ving the noderate and high clinical severity |evels.
The case-m x systemw ||l continue to be studi ed and

refined in future years. Larger and better data

resources, and information accunul ated from users |ike

t hose who commented, will both contribute to the

evol ution of the system
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2. Diagnosis Coding Changes in the Revised Case-M x
Model

When we published the proposed rule, we listed |ICD 9-CM
three-digit diagnosis category codes to identify
ort hopedi ¢, neurol ogic, and di abetes di agnoses recogni zed
in the clinical dinmension. The scores associated with
t hese di agnoses were based on analysis of the OASIS
primary diagnosis item (M)230). A commenter pointed out
that certain diagnoses within the category codes we
|'isted should never be reported as primary di agnoses,
according to ICD-9-CM codi ng rules and official coding
gui delines. These diagnoses nust be used with a higher-
coded di agnosi s that indicates the underlying disease.
The affected category codes are 711, 712, 713, 720, 730,
731, 320, 321, 323, 330, 331, 334, 336, 337, 357, 358.

Accordingly, we have revised the diagnosis coding list.
The revised list shows the conplete code for the affected
category codes, and is divided into two sections, one for
primary di agnoses and one for secondary di agnoses (see
Table 8A). The case-m x systemw || recognize the
appropriate score for a diagnosis that should never be
reported as a primary di agnosis, provided that the

di agnosi s appears as the first OASIS secondary di agnosi s
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(l'ine b, under OASIS MJ)240) and that the code shows all
digits required by |ICD 9-CM codi ng gui delines. Remaining
di agnoses fromthe affected categories nust appear as the
primary diagnosis (line a, under OASIS M)230) and the
code nust show all digits required by ICD 9-CM codi ng
rules. The case-m x systemw ||l not recognize renaining
di agnoses fromthe affected categories if they appear as
a secondary diagnosis on the OASIS record. Nor will it
recogni ze di agnoses that nmust never be reported as
primary if they are placed on the primary di agnosis |ine
(line a, M230).

The refined case-m x system recogni zes burns and trauma
primary di agnoses, if the OASIS item M)440 shows the
patient has a skin |esion or open wound. The di agnosis
code categories for burns and trauma di agnoses i ncl uded
in the case-m x system are shown in Table 8B.

A lack of specificity in diagnosis code assignnment may
be a hindrance to case-m x refinenent. Agencies that
voluntarily code all diagnoses to the conplete four- or
five-digit level in accordance with | CD-9-CM codi ng rul es
woul d hel p us in subsequent review and exam nati on of the

case-m x net hodol ogy.
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Table 7--Home Health Resour ce Group Case-Mix Classification Decision Tree Logic

Clinical Severity Domain
OASIS+ ltem Description Value Scoring
M0230/M0240 | Primary home care - credit only the single highest value: min = 0-7
diagnosis (or initial If Orthopedic diagnostic group (DG)*, add 11 to score low = 8-19
secondary diagnosis | If Diabetes DG*, add 17 to score mod = 20-40
ONLY for selected If Neurological DG*, add 20 to score high =41+
ICD-9 manifestation
codes)
M0250 IV/Infusion/ - credit only the single highest value:
Parenteral/Enteral If box 1, add 14 to score
Therapies If box 2, add 20 to score
If box 3, add 24 to score
M0390 Vision If box 1 or 2, add 6 to score
M0420 Pain If box 2 or 3, add 5 to score
M0440 Wound/Lesion If box 1 and M0230 is Burn/Trauma DG*, add 21 to
score
M0450 Multiple pressure If 2 or more stage 3 or 4 pressure ulcers, add 17 to
ulcers score
M0460 Most problematic If box 1 or 2, add 15 to score
pressure ulcer stage | If box 3 or 4, add 36 to score
M0476 Stasis ulcer status If box 2, add 14 to score
If box 3, add 22 to score
M0488 Surgical wound If box 2, add 7 to score
status If box 3, add 15 to score
M0490 Dyspnea If box 2, 3 or 4, add 5 to score
M0530 Urinary incontinence | If box 1 or 2, add 6 to score
MO0540 Bowel incontinence If box 2-5, add 9 to score
MO0550 Bowel ostomy If box 1 or 2, add 10 to score
M0610 Behavioral If box 1-6, add 3 to score
Problems
* See table for ICD9-CM codes included in each diagnosis group (DG)
Functional Status Domain
OASIS+ ltem Description Value Scoring
MO650 (current) Dressing If MO650 =box 1,20r3 \ Min = 0-2
MO660 (current) Or )-> add 4 to score Low = 3-15
M0660 = box 1, 2 or 3 / Mod = 16-23
MO670 (current) Bathing If box 2, 3, 4 or 5 add 8 to score High = 24-29
MO0680 (current) Toileting If box 2 - 4, add 3 to score Max =30+
MO690 (current) Transferring If box 1, add to 3 score
If box 2 - 5, add to 6 score
MO700 (current) Locomotion If box 1 or 2, add 6 to score
If box 3 -5, add 9 to score
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Service Utilization Domain

Receipt of Therapy

10 or more therapy visits

If yes, add 4 to score

Variable Description Value Scoring
M0170 - line 1 NO Hospital discharge past 14 days If box 1 1S BLANK, add 1 to score | Min=0-2
MO0170 - line 2 or 3 | Inpatient rehab/SNF discharge past 14 If box 2 or 3, add 2 to score Low =3

da Mod = 4-6
ysS .
High=7

Bel ow are Tabl es 8A and 8B.

Tabl e 8A designates the

acceptable 1CD-9 codes corresponding to the orthopedi c,

neur ol ogi cal ,

of case-m x classification.

and di abetes diagnosis groups for

pur poses

Tabl e 8B desi gnates the

acceptable I CD-9 codes corresponding to the burns and

trauma di agnoses added to the classification systemas a

resul t

of the described refinenents.

TABLE 8A--Diagnosis Groups in the Clinical Dimension

Note: Codes shown at the 3-digit level include all the related 4- and 5-digit codes. Diagnoses

coded with 4 or 5 digits must be coded as shown to receive a score in the clinical dimension.

DIAGNOSISGROUP | ICD-9-CM CODE |

DESCRIPTION

PRIMARY DIAGNOSES

DM 250 DIABETESMELLITUS

NEURO 013 CNSTUBERCULOSIS

NEURO 045 ACUTE POLIOMYELITIS
NEURO 046 CNSSLOW VIRUSINFECTION
NEURO 047 ENTEROVIRAL MENINGITIS
NEURO 048 OTH ENTEROVIRAL CNSDIS
NEURO 049 OTH NONARTHROPOD CNSVIR
NEURO 191 MALIGNANT NEOPLASM BRAIN
NEURO 192 MAL NEO NERVE NEC/NOS
NEURO 225 BENIGN NEO NERVOUS SYST
NEURO 320.0 HEMOPHILUS MENINGITIS
NEURO 320.1 PNEUMOCOCCAL MENINGITIS
NEURO 320.2 STREPTOCOCCAL MENINGITI
NEURO 320.3 STAPHYLOCOCC MENINGITIS
NEURO 32081 |ANAEROBIC MENINGITIS
NEURO 320.82 |MNINGTS GRAM-NEG BCT NEC
NEURO 32089 |MENINGITISOTH SPCFBAC
NEURO 3209 BACTERIAL MENINGITISNOS
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DIAGNOSI SGROUP ICD-9-CM CODE DESCRIPTION
NEURO 322 MENINGITIS UNSPECIFIED
NEURO 3235 POSTIMMUNIZAT ENCEPHALI
NEURO 3238 ENCEPHALITISNEC
NEURO 3239 ENCEPHALITISNOS
NEURO 324 CNS ABSCESS
NEURO 325 PHLEBITISINTRCRAN SINU
NEURO 326 LATE EFF CNSABSCESS
NEURO 330.0 LEUKODY STROPHY
NEURO 330.1 CEREBRAL LIPDOSES
NEURO 330.8 CEREB DEGEN IN CHILD NEC
NEURO 330.9 CEREB DEGEN IN CHILD NOS
NEURO 3310 |ALZHEIMER'SDISEASE
NEURO 3311 PICK'S DISEASE
NEURO 3312 SENILE DEGENERAT BRAIN
NEURO 3313 COMMUNICAT HYDROCEPHALU
NEURO 3314 OBSTRUCTIV HY DROCEPHALU
NEURO 33181 |REYESSYNDROME
NEURO 33189 |CEREB DEGENERATION NEC
NEURO 3319 CEREB DEGENERATION NOS
NEURO 332 PARKINSON'S DISEASE
NEURO 333 EXTRAPYRAMIDAL DISNEC
NEURO 334.0 FRIEDREICH'S ATAXIA
NEURO 334.1 HERED SPASTIC PARAPLEGI
NEURO 334.2 PRIMARY CEREBELLAR DEGE
NEURO 334.3 CEREBELLARATAXIA NEC
NEURO 334.8 SPINOCEREBELLAR DISNEC
NEURO 334.9 SPINOCEREBELLAR DISNOS
NEURO 335 ANT HORN CELL DISEASE
NEURO 336.0 SYRINGOMYELIA
NEURO 336.1 VASCULAR MYELOPATHIES
NEURO 336.8 MYELOPATHY NEC
NEURO 336.9 SPINAL CORD DISEASE NOS
NEURO 337.0 IDIOPATH AUTO NEUROPATH
NEURO 33720 |UNSPRFLX SYMPTH DYSTRP
NEURO 33721 |RFLX SYM DYSTRPH UPLIM
NEURO 33722 |RFLX SYM DYSTRPH LWR LM
NEURO 33729 |RFLX SYM DYSTRPH OTH ST
NEURO 337.3 AUTONOMIC DY SREFLEXIA
NEURO 3379 AUTONOMIC NERVE DISNEC
NEURO 340 MULTIPLE SCLEROSS
NEURO Al OTHER CNSDEMYELINATION
NEURO 342 HEMIPLEGIA
NEURO 343 INFANTILE CEREBRAL PALSY
NEURO 344 OTH PARALYTIC SYNDROMES
NEURO 347 CATAPLEXY AND NARCOLEPS
NEURO 348 OTHER BRAIN CONDITIONS
NEURO 349 CNS DISORDER NEC/NOS
NEURO 352 DISORDER CRAN NERVE NEC
NEURO 356 HERED PERIPH NEUROPATHY
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DIAGNOSI SGROUP ICD-9-CM CODE DESCRIPTION
NEURO 3570 |ACINFECT POLYNEURITIS
NEURO 357.5 ALCOHOLIC POLYNEUROPATH
NEURO 357.6 NEUROPATHY DUE TO DRUGS
NEURO 357.7 NEURPTHY TOXIC AGENT NEC
NEURO 357.8 INFLAM/TOX NEUROPTHY NEC
NEURO 357.9 INFLAM/TOX NEUROPTHY NOS
NEURO 358.0 MYASTHENIA GRAVIS
NEURO 358.2 TOXIC MYONEURAL DISORDE
NEURO 358.8 MYONEURAL DISORDERSNEC
NEURO 3589 MY ONEURAL DISORDERS NOS
NEURO 392 RHEUMATIC CHOREA
NEURO 430 SUBARACHNOID HEMORRHAGE
NEURO 431 INTRACEREBRAL HEMORRHAG
NEURO 432 INTRACRANIAL HEM NEC/NOS
NEURO 433 PRECEREBRAL OCCLUSION
NEURO 434 CEREBRAL ARTERY OCCLUS
NEURO 435 TRANSIENT CEREB ISCHEMIA
NEURO 436 CVA
NEURO 437 OTH CEREBROVASC DISEASE
NEURO 741 SPINA BIFIDA
NEURO 742 OTH NERVOUS SYSTEM ANOM
NEURO 851 CEREBRAL LACER/CONTUSON
NEURO 852 MENINGEAL HEM FOLLOW INJ
NEURO 853 OTH TRAUMATIC BRAIN HEM
NEURO 854 OTHER BRAIN INJURY
NEURO 907 LATE EFFNERV SYSTEM INJ
NEURO 950 INJOPTIC NERV/PATHWAYS
NEURO 951 CRANIAL NERVE INJURY NEC
NEURO 952 SPINAL CORD INJW/O EX
NEURO 953 INJNERVE ROOT/SPIN PLEX
NEURO 954 INJURY OTH TRUNK NERVE
NEURO 955 INJ PERIPH NERV SHLD/ARM
NEURO 956 INJPERIPH NERV PELV/LEG
ORTHO 170 MAL NEO BONE/ARTIC CART
ORTHO 171 MAL NEO SOFT TISSUE
ORTHO 213 BEN NEO BONE/ARTIC CART
ORTHO 274 GOUT
ORTHO 710 DIFF CONNECTIVETISSDIS
ORTHO 711.00 |PYOGEN ARTHRITISUNSPEC
ORTHO 71101 |PYOGEN ARTHRITISSHLDER
ORTHO 71102 |PYOGEN ARTHRITISUP/ARM
ORTHO 71103 |PYOGEN ARTHRITISFOREAR
ORTHO 711.04 |PYOGEN ARTHRITISHAND
ORTHO 71105 |PYOGEN ARTHRITISPELVIS
ORTHO 711.06 |PYOGEN ARTHRITISL/LEG
ORTHO 71107 |PYOGEN ARTHRITISANKLE
ORTHO 71108 |PYOGEN ARTHRITISNEC
ORTHO 71109 |PYOGEN ARTHRITISMULT
ORTHO 71190 |INFARTHRITISNOS-UNSPE
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DIAGNOSI SGROUP ICD-9-CM CODE DESCRIPTION
ORTHO 71191 |INFARTHRITISNOS-SHLDE
ORTHO 71192 |INFARTHRITISNOS-UP/AR
ORTHO 711.93 |INFARTHRIT NOS-FOREARM
ORTHO 711.94 |INF ARTHRIT NOS-HAND
ORTHO 711.95 |INFARTHRIT NOS-PELVIS
ORTHO 71196 |INFARTHRIT NOS-L/LEG
ORTHO 71197 |INFARTHRIT NOS-ANKLE
ORTHO 711.98 |INFARTHRIT NOS-OTH SIT
ORTHO 711.99 |INFARTHRITISNOSMULT
ORTHO 71280 |CRYST ARTHROP NEC-UNSPE
ORTHO 71281 |CRYST ARTHROPNEC-SHLDE
ORTHO 71282 |CRYST ARTHROPNEC-UP/AR
ORTHO 71283 |CRYSARTHROP NEC-FOREAR
ORTHO 71284 |CRYST ARTHROP NEC-HAND
ORTHO 71285 |CRYST ARTHROPNEC-PELVI
ORTHO 71286 |CRYST ARTHROPNEC-L/LEG
ORTHO 71287 |CRYST ARTHROPNEC-ANKLE
ORTHO 71288 |CRY ARTHROPNEC-OTH SIT
ORTHO 71289 |CRYST ARTHROPNEC-MULT
ORTHO 71290 |CRYST ARTHROP NOS-UNSPE
ORTHO 71291 |CRYST ARTHROPNOS-SHLDR
ORTHO 71292 |CRYST ARTHROP NOS-UP/AR
ORTHO 71293 |CRYSARTHROP NOS-FOREAR
ORTHO 71294 |CRYST ARTHROPNOS-HAND
ORTHO 71295 |CRYST ARTHROPNOS-PELVI
ORTHO 71296 |CRYST ARTHROPNOS-L/LEG
ORTHO 71297 |CRYST ARTHROPNOS-ANKLE
ORTHO 71298 |CRY ARTHROPNOS-OTH SIT
ORTHO 71299 |CRYST ARTHROPNOSMULT
ORTHO 714 OTH INFLAMM POLYARTHROP
ORTHO 716 ARTHROPATHIESNEC/NOS
ORTHO 717 INTERNAL DERANGEMNT KNEE
ORTHO 718 OTHER JOINT DERANGEMENT
ORTHO 7200  |ANKYLOSING SPONDYLITIS
ORTHO 720.1 SPINAL ENTHESOPATHY
ORTHO 7202 SACROILIITISNEC
ORTHO 72089 |INFLAM SPONDYLOPATHY NEC
ORTHO 7209 INFLAM SPONDYLOPATHY NOS
ORTHO 721 SPONDYLOSISET AL
ORTHO 72 INTERVERTEBRAL DISC DIS
ORTHO 723 OTHER CERVICAL SPINEDIS
ORTHO 724 BACK DISORDER NEC & NOS
ORTHO 725 POLYMYALGIA RHEUMATICA
ORTHO 728 DISOF MUSCLE/LIG/FASCIA
ORTHO 73000 |ACOSTEOMYELITISUNSP
ORTHO 73001 |ACOSTEOMYELITISSHLDER
ORTHO 73002 |ACOSTEOMYELITISUP/ARM
ORTHO 73003 |ACOSTEOMYELITIS-FOREAR
ORTHO 73004 |ACOSTEOMYELITISHAND
ORTHO 73005 |ACOSTEOMYELITISPELVIS
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DIAGNOSI SGROUP ICD-9-CM CODE DESCRIPTION
ORTHO 73006 |ACOSTEOMYELITISL/LEG
ORTHO 730.07 |ACOSTEOMYELITISANKLE
ORTHO 73008 |ACOSTEOMYELITISNEC
ORTHO 73009 |ACOSTEOMYELITISMULT
ORTHO 73010 |CHR OSTEOMYELITISUNSP
ORTHO 73011 |CHROSTEOMYELIT-SHLDER
ORTHO 73012 |CHROSTEOMYELIT-UP/ARM
ORTHO 730.13 |CHR OSTEOMYELIT-FOREARM
ORTHO 730.14 |CHR OSTEOMYELIT-HAND
ORTHO 73015 |CHR OSTEOMYELIT-PELVIS
ORTHO 73016 |CHROSTEOMYELIT-L/LEG
ORTHO 73017 |CHROSTEOMYELIT-ANKLE
ORTHO 73018 |CHR OSTEOMYELIT NEC
ORTHO 73019 |CHROSTEOMYELIT-MULT
ORTHO 73020 |OSTEOMYELITISNOS-UNSPE
ORTHO 73021 |OSTEOMYELITISNOS-SHLDE
ORTHO 73022 |OSTEOMYELITISNOS-UP/AR
ORTHO 730.23 |OSTEOMYELIT NOS-FOREARM
ORTHO 73024 |OSTEOMYELITISNOS-HAND
ORTHO 73025 |OSTEOMYELITISNOSPELVI
ORTHO 73026 |OSTEOMYELITISNOSL/LEG
ORTHO 730.27 |OSTEOMYELITISNOS-ANKLE
ORTHO 730.28 |OSTEOMYELIT NOS-OTH ST
ORTHO 73029 |OSTEOMYELITISNOSMULT
ORTHO 730.30 |PERIOSTITISUNSPEC
ORTHO 73031 |PERIOCSTITISSHLDER
ORTHO 730.32 |PERIOSTITISUP/ARM
ORTHO 73033 |PERIOSTITISFOREARM
ORTHO 730.34 |PERIOSTITISHAND
ORTHO 730.35 |PERIOSTITISPELVIS
ORTHO 73036 |PERIOSTITISL/LEG
ORTHO 730.37 |PERIOSTITISANKLE
ORTHO 730.38 |PERIOSTITISNEC
ORTHO 730.39 |PERIOSTITISMULT
ORTHO 730.90 |BONEINFECNOSUNSPST
ORTHO 730.91 |BONEINFECT NOS-SHLDER
ORTHO 730.92 |BONEINFECT NOS-UP/ARM
ORTHO 730.93 |BONE INFECT NOS-FOREARM
ORTHO 73094 |BONE INFECT NOSHAND
ORTHO 73095 |BONEINFECT NOS-PELVIS
ORTHO 73096 |BONEINFECT NOSL/LEG
ORTHO 730.97 |BONE INFECT NOS-ANKLE
ORTHO 730.98 |BONE INFECT NOS-OTH ST
ORTHO 730.99 |BONE INFECT NOSMULT
ORTHO 7310 OSTEITISDEFORMANS NOS
ORTHO 7312 HYPERTROPH OSTEOARTHROP
ORTHO 732 OSTEOCHONDROPATHIES
ORTHO 781 NERV/MUSCUL SKEL SYSSYMP
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DIAGNOSI SGROUP ICD-9-CM CODE DESCRIPTION
ORTHO 800 SKULL VAULT FRACTURE
ORTHO 801 SKULL BASE FRACTURE
ORTHO 802 FRACTURE OF FACE BONES
ORTHO 803 OTHER SKULL FRACTURE
ORTHO 804 MULT FX SKULL W OTH BONE
ORTHO 805 VERTEBRL FX W/O CORD INJ
ORTHO 806 VERTEBRAL FX W CORD INJ
ORTHO 807 FX RIB/STERN/LARYN/TRACH
ORTHO 808 PELVIC FRACTURE
ORTHO 809 FRACTURE OF TRUNK BONES
ORTHO 810 CLAVICLE FRACTURE
ORTHO 811 SCAPULA FRACTURE
ORTHO 812 HUMERUS FRACTURE
ORTHO 813 RADIUS & ULNA FRACTURE
ORTHO 814 CARPAL FRACTURE
ORTHO 815 METACARPAL FRACTURE
ORTHO 816 FRACTURE PHALANGES, HAND
ORTHO 817 MULTIPLE HAND FRACTURES
ORTHO 818 FRACTURE ARM MULT/NOS
ORTHO 819 FX ARMSW RIB/STERNUM
ORTHO 820 FRACTURE NECK OF FEMUR
ORTHO 821 OTHER FEMORAL FRACTURE
ORTHO 822 PATELLA FRACTURE
ORTHO 823 TIBIA & FIBULA FRACTURE
ORTHO 824 ANKLE FRACTURE
ORTHO 825 FX OF TARSAL/METATARSAL
ORTHO 827 LOWER LIMB FRACTURE NEC
ORTHO 828 FX LEGSW ARM/RIB
ORTHO 831 SHOULDER DISLOCATION
ORTHO 832 ELBOW DISLOCATION
ORTHO 833 WRIST DISLOCATION
ORTHO 835 DISLOCATION OF HIP
ORTHO 836 DISLOCATION OF KNEE
ORTHO 837 DISLOCATION OF ANKLE
ORTHO 838 DISLOCATION OF FOOT
ORTHO 846 SPRAIN SACROILIAC REGION
ORTHO 847 SPRAIN OF BACK NEC/NOS
ORTHO 887 TRAUMATIC AMPUT ARM/HAND
ORTHO 8% TRAUMATIC AMPUTAT FOOT
ORTHO 897 TRAUMATIC AMPUTATION LEG
ORTHO 927 CRUSHING INJUPPER LIMB
ORTHO 928 CRUSHING INJURY OF LEG

SECONDARY DIAGNOSES

Thefollowing diagnoses should never be used as primary diagnoses, according to | CD-9-CM coding

guidelines.

The case-mix system will recognize themin the clinical dimension if they appear asthefirst secondary
diagnosis (line b, M0240 on the OASI Srecord). Diagnoses coded with 4 or 5 digits must be coded as shown to
be recognized in the clinical dimension.
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DIAGNOSI SGROUP ICD-9-CM CODE DESCRIPTION
NEURO 320.7 MENINGITISIN OTH BAC
NEURO 321.0 CRYPTOCOCCAL MENINGITIS
NEURO 3211 MENING IN OTH FUNGAL DI
NEURO 321.2 MENING IN OTH VIRAL DIS
NEURO 3213 TRYPANOSOMIASISMENINGI
NEURO 3214 MENINGIT D/T SARCOIDOS
NEURO 3218 MENING IN OTH NONBAC DI
NEURO 3230 ENCEPHALIT IN VIRAL DIS
NEURO 3231 RICKETTSIAL ENCEPHALITI
NEURO 3232 PROTOZOAL ENCEPHALITIS
NEURO 3234 OTH ENCEPHALIT D/T INFE
NEURO 323.6 POSTINFECT ENCEPHALITIS
NEURO 323.7 TOXIC ENCEPHALITIS
NEURO 330.2 CEREB DEGEN IN LIPDOS
NEURO 330.3 CERB DEG CHLD IN OTH DI
NEURO 33L7 CEREB DEGEN IN OTH DIS
NEURO 3344 CEREBEL ATAX IN OTH DIS
NEURO 336.2 COMB DEG CORD IN OTH DI
NEURO 336.3 MYELOPATHY IN OTH DIS
NEURO 337.1 AUT NEUROPTHY IN OTH DI
NEURO 3571 NEURPTHY IN COL VASC DI
NEURO 357.2 NEUROPATHY IN DIABETES
NEURO 357.3 NEUROPATHY IN MALIG DIS
NEURO 3574 NEUROPATHY IN OTHERDIS
NEURO 358.1 MYASTHENIA IN OTH DIS
ORTHO 71110 |REITER ARTHRITISUNSPEC
ORTHO 71111 |REITER ARTHRITISSHLDER
ORTHO 71112 |REITER ARTHRITISUP/ARM
ORTHO 71113 |REITER ARTHRITISFOREAR
ORTHO 71114 |REITERARTHRITISHAND
ORTHO 71115 |REITERARTHRITIS-PELVIS
ORTHO 71116 |REITERARTHRITISL/LEG
ORTHO 71117 |REITERARTHRITISANKLE
ORTHO 71118 |REITERARTHRITISNEC
ORTHO 71119 |REITERARTHRITISMULT
ORTHO 71120 |BEHCET ARTHRITISUNSPEC
ORTHO 71121 |BEHCET ARTHRITIS-SHLDER
ORTHO 71122 |BEHCET ARTHRITISUP/ARM
ORTHO 71123 |BEHCET ARTHRITISFOREAR
ORTHO 71124 |BEHCET ARTHRITISHAND
ORTHO 71125 |BEHCET ARTHRITISPELVIS
ORTHO 71126 |BEHCET ARTHRITISL/LEG
ORTHO 71127 |BEHCET ARTHRITISANKLE
ORTHO 71128 |BEHCET ARTHRITISNEC
ORTHO 71129 |BEHCET ARTHRITISMULT
ORTHO 71130 |DYSENTER ARTHRIT-UNSPEC
ORTHO 71131 |DYSENTER ARTHRIT-SHLDER
ORTHO 71132 |DYSENTER ARTHRIT-UP/ARM
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DIAGNOSI SGROUP ICD-9-CM CODE DESCRIPTION
ORTHO 711.33 |DYSENTER ARTHRIT-FOREAR
ORTHO 711.34 |DYSENTER ARTHRIT-HAND
ORTHO 711.35 |DYSENTER ARTHRIT-PELVIS
ORTHO 71136 |DYSENTERARTHRIT-L/LEG
ORTHO 71137 |DYSENTER ARTHRIT-ANKLE
ORTHO 711.38 |DYSENTER ARTHRIT NEC
ORTHO 71139 |DYSENTERARTHRIT-MULT
ORTHO 71140 |BACT ARTHRITISUNSPEC
ORTHO 71141 |BACT ARTHRITISSHLDER
ORTHO 71142 |BACT ARTHRITISUP/ARM
ORTHO 71143 |BACT ARTHRITISFOREARM
ORTHO 71144 |BACT ARTHRITISHAND
ORTHO 71145 |BACT ARTHRITISPELVIS
ORTHO 71146 |BACT ARTHRITISL/LEG
ORTHO 71147 |BACT ARTHRITISANKLE
ORTHO 71148 |BACT ARTHRITISNEC
ORTHO 71149 |BACT ARTHRITISMULT
ORTHO 71150 |VIRAL ARTHRITISUNSPEC
ORTHO 71151 |VIRAL ARTHRITISSHLDER
ORTHO 71152 |VIRAL ARTHRITISUP/ARM
ORTHO 71153 |VIRAL ARTHRITISFOREARM
ORTHO 71154 |VIRAL ARTHRITISHAND
ORTHO 71155 |VIRAL ARTHRITISPELVIS
ORTHO 71156 |VIRAL ARTHRITISL/LEG
ORTHO 71157 |VIRAL ARTHRITISANKLE
ORTHO 71158 |VIRAL ARTHRITISNEC
ORTHO 71159 |VIRAL ARTHRITISMULT
ORTHO 71160 |MYCOTIC ARTHRITISUNSPE
ORTHO 71161 |MYCOTIC ARTHRITIS-SHLDE
ORTHO 71162 |MYCOTIC ARTHRITISUP/AR
ORTHO 71163 |MYCOTIC ARTHRIT-FOREARM
ORTHO 71164 |MYCOTIC ARTHRITISHAND
ORTHO 71165 |MYCOTIC ARTHRITIS-PELVI
ORTHO 71166 |MYCOTIC ARTHRITISL/LEG
ORTHO 71167 |[MYCOTIC ARTHRITISANKLE
ORTHO 711.68 |[MYCOTIC ARTHRITISNEC
ORTHO 71169 |MYCOTIC ARTHRITISMULT
ORTHO 711.70 |HELMINTH ARTHRIT-UNSPEC
ORTHO 71171 |HELMINTH ARTHRIT-SHLDER
ORTHO 71172 |HELMINTH ARTHRIT-UP/ARM
ORTHO 71173 |HELMINTH ARTHRIT-FOREAR
ORTHO 71174 |HELMINTH ARTHRIT-HAND
ORTHO 71175 |HELMINTHARTHRIT-PELVIS
ORTHO 71176 |HELMINTH ARTHRIT-L/LEG
ORTHO 71177 |HELMINTH ARTHRIT-ANKLE
ORTHO 71178 |HELMINTH ARTHRIT NEC
ORTHO 71179 |HELMINTH ARTHRIT-MULT
ORTHO 711.80 |INFARTHRITISNEC-UNSPE
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DIAGNOSI SGROUP ICD-9-CM CODE DESCRIPTION
ORTHO 71181 |INFARTHRITISNEC-SHLDE
ORTHO 71182 |INFARTHRITISNEC-UP/AR
ORTHO 71183 |INFARTHRIT NEC-FOREARM
ORTHO 71184 |INFARTHRITISNEC-HAND
ORTHO 71185 |INFARTHRITISNEC-PELVI
ORTHO 71186 |INFARTHRITISNEC-L/LEG
ORTHO 71187 |INFARTHRITISNEC-ANKLE
ORTHO 71188 |INFARTHRIT NEC-OTH SIT
ORTHO 71189 |INFARTHRITISNEC-MULT
ORTHO 71210 |DICALC PHOS CRY ST-UNSPE
ORTHO 71211 |DICALCPHOSCRY ST-SHLDE
ORTHO 71212 |DICALCPHOSCRYST-UP/AR
ORTHO 71213 |DICALCPHOS CRY S-FOREAR
ORTHO 71214 |DICALC PHOS CRY ST-HAND
ORTHO 71215 |DICALC PHOSCRY ST-PELVI
ORTHO 71216 |DICALC PHOSCRYST-L/LEG
ORTHO 712.17 |DICALC PHOS CRY ST-ANKLE
ORTHO 71218 |DICALCPHOSCRY-STENE
ORTHO 71219 |DICALCPHOSCRYST-MULT
ORTHO 71220 |PYROPHOSPH CRY ST-UNSPEC
ORTHO 71221 |PYROPHOSPH CRY ST-SHLDER
ORTHO 71222  |PYROPHOSPH CRY ST-UP/ARM
ORTHO 71223  |PYROPHOSPH CRY ST-FOREAR
ORTHO 712.24  |PYROPHOSPH CRY ST-HAND
ORTHO 71225 |PYROPHOSPH CRYST-PELVIS
ORTHO 71226 |PYROPHOSPH CRYST-L/LEG
ORTHO 712.27  |PYROPHOSPH CRY ST-ANKLE
ORTHO 71228 |PYROPHOSCRY ST-SITENEC
ORTHO 71229 |PYROPHOSCRYST-MULT
ORTHO 71230 |CHONDROCALCIN NOS-UNSPE
ORTHO 71231 |CHONDROCALCIN NOS-SHLDE
ORTHO 71232 |CHONDROCALCIN NOS-UP/AR
ORTHO 71233 |CHONDROCALC NOS-FOREARM
ORTHO 71234 |CHONDROCALCIN NOS-HAND
ORTHO 712.35 |CHONDROCALCIN NOS-PELVI
ORTHO 71236 |CHONDROCALCIN NOS-L/LEG
ORTHO 712.37 |CHONDROCALCIN NOS-ANKLE
ORTHO 71238 |CHONDROCALCNOS-OTH ST
ORTHO 71239 |CHONDROCALCIN NOSMULT
ORTHO 7130 |ARTHROPW ENDOCR/MET DI
ORTHO 7131 ARTHROP W NONINF GI DIS
ORTHO 7132 ARTHROPATH W HEMATOL DI
ORTHO 7133 ARTHROPATHY W SKIN DIS
ORTHO 7134  |ARTHROPATHY W RESPDIS
ORTHO 7135 |ARTHROPATHY W NERVE DIS
ORTHO 7136 ARTHROPW HYPERSEN REAC
ORTHO 713.7 ARTHROPW SYSTEM DISNE
ORTHO 713.8 ARTHROPW OTH DISNEC
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DIAGNOSI SGROUP ICD-9-CM CODE DESCRIPTION
ORTHO 72081 |SPONDYLOPATHY IN OTH DI
ORTHO 730.70 |POLIO OSTEOPATHY-UNSPEC
ORTHO 730.71 |POLIO OSTEOPATHY-SHLDER
ORTHO 730.72 |POLIO OSTEOPATHY-UP/ARM
ORTHO 730.73  |POLIO OSTEOPATHY-FOREAR
ORTHO 730.74 |POLIO OSTEOPATHY-HAND
ORTHO 730.75 |POLIO OSTEOPATHY-PELVIS
ORTHO 730.76  |POLIO OSTEOPATHY-L/LEG
ORTHO 730.77 |POLIO OSTEOPATHY-ANKLE
ORTHO 730.78  |POLIO OSTEOPATHY NEC
ORTHO 730.79 |POLIO OSTEOPATHY-MULT
ORTHO 73080 |BONE INFECT NEC-UNSPEC
ORTHO 73081 |BONE INFECT NEC-SHLDER
ORTHO 730.82 |BONE INFECT NEC-UP/ARM
ORTHO 730.83 |BONE INFECT NEC-FOREARM
ORTHO 73084 |BONE INFECT NEC-HAND
ORTHO 73085 |BONE INFECT NEC-PELVIS
ORTHO 730.86 |BONE INFECT NEC-L/LEG
ORTHO 730.87 |BONEINFECT NEC-ANKLE
ORTHO 730.88 |BONE INFECT NEC-OTH ST
ORTHO 730.89 |BONEINFECT NEC-MULT
ORTHO 7311 OSTEITISDEF IN OTH DIS
ORTHO 7318 BONE INVOLV IN OTH DIS
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TABLE 8B--Burns and Trauma Diagnoses
Note: Codes shown at the 3-digit level include all of the related 4- and 5-digit codes. Burns and
trauma diagnoses are included in the clinical dimension if the diagnosis is the primary diagnosis

and if box 1 of the OASIS item M0440 is checked.

ICD-9-CM CODE DESCRIPTION
870 OCULAR ADNEXA OPEN WOUND
872 OPEN WOUND OF EAR
873 OTHER OPEN WOUND OF HEAD
874 OPEN WOUND OF NECK
875 OPEN WOUND OF CHEST
876 OPEN WOUND OF BACK
877 OPEN WOUND OF BUTTOCK
878 OPEN WOUND GENITAL ORGAN
879 OPEN WOUND SITE NEC
880 OPN WND SHOULDR/UPPR ARM
881 OPEN WOUND OF LOWER ARM
882 OPEN WOUND OF HAND
883 OPEN WOUND OF FINGER
884 OPEN WOUND ARM MULT/NOS
885 TRAUM AMPUTATION THUMB
886 TRAUM AMPUTATION FINGER
890 OPEN WOUND OF HIP/THIGH
891 OPEN WND KNEE/LEG/ANKLE
892 OPEN WOUND OF FOOT
893 OPEN WOUND OF TOE
894 OPEN WOUND OF LEG NEC
895 TRAUMATIC AMPUTATION TOE
941 BURN OF HEAD/FACE/NECK
942 BURN OF TRUNK
943 BURN OF ARM
944 BURN OF HAND & WRIST
945 BURN OF LEG
946 BURN OF MULTIPLE SITE
948 BURN BY % BODY SURFACE
949 BURN UNSPECIFIED

3. Determ ning the Case-M x | ndices
Cal cul ation of the case-m x relative weights
We derived the relative weights for the case-m x

groups froma straightforward nultiple regression
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analysis. The data for the regression canme fromthe Abt
sanpl e epi sodes with nore than four visits (the sanme
sanpl e used to devel op and validate the case-m x nodel).

The coefficients that resulted fromthe regression
equation are shown below. The nultiple regression
coefficients are estimtes of the average addition to
resource cost due to each severity |evel above the
| owest -severity case-m x group (COF0OSO). For each case-
m x group, the average resource cost is calculated from
t he sum of the appropriate regression coefficients. In
t he exanpl e bel ow, the average resource cost for case-m X
group C3F0S3 is the sum of the average resource cost for
t he base group (COFO0SO) plus the average additional cost
due to C3 plus the average additional cost due to S3. W
t hen used the conputed case-m x-group average resource
costs to find the relative case- m x wei ghts.
Specifically, the case-m x group averages (that is, sum
of appropriate regression coefficients) are divided by
the overall average resource cost. The case-m x weights
are shown in Table 9.

The net hodol ogy for calculating the case-m x wei ghts
is the same one we used to find the case-m x weights in

t he proposed rule, except that we did not use wei ghted
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regression for the final rule. W determ ned that the
di stribution of the unwei ghted Abt Associ ates data better
resenbl ed the 1998 episode file distribution than did the
wei ght ed Abt Associ ates data. Thus, unwei ghted
regressi on was the appropriate nmethodol ogy. As stated in
t he proposed rule, we plan to refine the case-m x wei ghts
to adjust for changes in patient popul ati on, actual
changes in honme health care practice patterns, and
changes in the coding or classification of patients that
do not reflect real changes in case-m X
Regression coefficients for calculating case-m x relative
wei ght s
| NTERCEPT* $1271. 95
Cl  $230.98
C2  $652.42
C3  $1620.75
F1  $229.14
F2  $479. 30
F3  $571.20
F4  $976.08
S1  $195.53
S2  $2315.15
S3  $2923. 22

* Intercept value is the average resource cost for the
base group, COFO0SO

Exanpl e:

Cal cul ate case-m x relative weight for group C3F0S3
Overall average resource cost (scaled to national average

epi sode cost): $2416.00
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Rel ati ve wei ght = average resource cost for group C3F0S3
di vided by overall average resource cost
=(base group cost +C3 increnment + S3
increnent)/overall average resource cost
=(1271. 95+1620. 75+2923. 22) / 2416. 00
=2. 4073
Bel ow we show the average resource cost cal cul ated

fromthe regression coefficients for each case-m x group.

Regression Coefficient Average Resource Cost

COF0SO0 $1,271.95
COFO0S1 $1,467.48
COF0S2 $3,587.10
COF0S3 $4,195.17
COF1S0 $1,501.09
COF1S1 $1,696.62
COF1S2 $3,816.24
COF1S3 $4,424.31
COF2S0 $1,751.25
COF2S1 $1,946.77
COF2S2 $4,066.40
COF2S3 $4,674.46
COF3S0 $1,843.15
COF3S1 $2,038.68
COF3S2 $4,158.30
COF3S3 $4,766.37




Regression Coefficient

Average Resource Cost

COF4S0 $2,248.03
COF4S1 $2,443.56
COF4S2 $4,563.18
COF4S3 $5,171.25
C1F0SO $1,502.93
C1F0S1 $1,698.46
C1F0S2 $3,818.08
C1F0S3 $4,426.15
C1F1S0 $1,732.07
C1lF1s1 $1,927.60
C1F1S2 $4,047.22
C1F1S3 $4,655.29
C1F2S0 $1,982.23
C1F281 $2,177.75
C1F2S2 $4,297.38
C1F2S3 $4,905.45
C1F3S0 $2,074.13
C1F3s1 $2,269.66
C1F3S2 $4,389.28
C1F3S3 $4,997.35
C1F4S0 $2,479.01
C1F4S1 $2,674.54
C1F4S2 $4,794.16
C1F4S3 $5,402.23
C2F0S0 $1,924.37
C2F0S1 $2,119.90
C2F0S2 $4,239.52
C2F0S3 $4,847.59

389



Regression Coefficient

Average Resource Cost

C2F1S0 $2,153.51
C2F1Ss1 $2,349.04
C2F1S2 $4,468.66
C2F1S3 $5,076.73
C2F2S0 $2,403.67
C2F28S1 $2,599.19
C2F2S2 $4,718.82
C2F2S3 $5,326.89
C2F3S0 $2,495.57
C2F3S1 $2,691.10
C2F3S2 $4,810.72
C2F3S3 $5,418.79
C2F4S0 $2,900.45
C2F4S1 $3,095.98
C2F4S2 $5,215.61
C2F4S3 $5,823.67
C3F0S0 $2,892.70
C3F0S1 $3,088.23
C3F0S2 $5,207.85
C3F0S3 $5,815.92
C3F1S0 $3,121.84
C3F1Ss1 $3,317.37
C3F1S2 $5,436.99
C3F1S3 $6,045.06
C3F2S0 $3,372.00
C3F2S1 $3,567.52
C3F2S52 $5,687.15
C3F2S3 $6,295.22
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Regression Coefficient Average Resource Cost

C3F3S0 $3,463.91
C3F3S1 $3,659.43
C3F3S2 $5,779.06
C3F3S3 $6,387.12
C3F4S0 $3,868.79
C3F4S1 $4,064.31
C3F4S2 $6,183.94
C3F4S3 $6,792.00

Construction of the Relative Wights for the HHRGs
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Tabl e 9--Rel ative Case-M x Wei ghts Corresponding to Hone
Heal t h Resource Groups

HHRG Group HHRG Description Case-Mix Weight
COF0SO0 "Clinical=Min,Functional=Min,Service=Min" 0.5265
COF0S1 "Clinical=Min,Functional=Min,Service=Low" 0.6074
COF0S2 "Clinical=Min,Functional=Min,Service=Mod" 1.4847
COF0S3 "Clinical=Min,Functional=Min,Service=High" 1.7364
COF1S0 "Clinical=Min,Functional=Low,Service=Min" 0.6213
COF1s1 "Clinical=Min,Functional=Low,Service=Low" 0.7022
COF1S2 "Clinical=Min,Functional=Low,Service=Mod" 1.5796
COF1S3 "Clinical=Min,Functional=Low,Service=High" 1.8313
COF2S0 "Clinical=Min,Functional=Mod,Service=Min" 0.7249
COF2s1 "Clinical=Min,Functional=Mod,Service=Low" 0.8058
COF2S2 "Clinical=Min,Functional=Mod,Service=Mod" 1.6831
COF2S3 "Clinical=Min,Functional=Mod,Service=High" 1.9348
COF3S0 "Clinical=Min,Functional=High,Service=Min" 0.7629
COF3s1 "Clinical=Min,Functional=High,Service=Low" 0.8438
COF3S2 "Clinical=Min,Functional=High,Service=Mod" 1.7212




HHRG Group HHRG Description Case-Mix Weight
COF3Ss3 "Clinical=Min,Functional=High,Service=High" 1.9728
COF4Ss0 "Clinical=Min,Functional=Max,Service=Min" 0.9305
COF4s1 "Clinical=Min,Functional=Max,Service=Low" 1.0114
COF4S2 "Clinical=Min,Functional=Max,Service=Mod" 1.8887
COF4S3 "Clinical=Min,Functional=Max,Service=High" 2.1404
C1F0SO "Clinical=Low,Functional=Min,Service=Min" 0.6221
C1F0S1 "Clinical=Low,Functional=Min,Service=Low" 0.7030
C1F0S2 "Clinical=Low,Functional=Min,Service=Mod" 1.5803
C1F0S3 "Clinical=Low,Functional=Min,Service=High" 1.8320
C1F1S0 "Clinical=Low,Functional=Low,Service=Min" 0.7169
C1Fi1s1 "Clinical=Low,Functional=Low,Service=Low" 0.7978
C1F1S2 "Clinical=Low,Functional=Low,Service=Mod" 1.6752
C1F1Ss3 "Clinical=Low,Functional=Low,Service=High" 1.9269
C1F2S0 "Clinical=Low,Functional=Mod,Service=Min" 0.8205
C1F2Ss1 "Clinical=Low,Functional=Mod,Service=Low" 0.9014
C1F2S2 "Clinical=Low,Functional=Mod,Service=Mod" 1.7787
C1F2S3 "Clinical=Low,Functional=Mod,Service=High" 2.0304
C1F3S0 "Clinical=Low,Functional=High,Service=Min" 0.8585
ClF3s1 "Clinical=Low,Functional=High,Service=Low" 0.9394
C1F3S2 "Clinical=Low,Functional=High,Service=Mod" 1.8168
C1F3S3 "Clinical=Low,Functional=High,Service=High" 2.0684
C1F4S0 "Clinical=Low,Functional=Max,Service=Min" 1.0261
C1F4S1 "Clinical=Low,Functional=Max,Service=Low" 1.1070
C1F4S2 "Clinical=Low,Functional=Max,Service=Mod" 1.9843
C1F4S3 "Clinical=Low,Functional=Max,Service=High" 2.2360
C2F0S0 "Clinical=Mod,Functional=Min,Service=Min" 0.7965
C2F0S1 "Clinical=Mod,Functional=Min,Service=Low" 0.8774
C2F0S2 "Clinical=Mod,Functional=Min,Service=Mod" 1.7548
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HHRG Group HHRG Description Case-Mix Weight
C2F0S3 "Clinical=Mod,Functional=Min,Service=High" 2.0065
C2F1S0 "Clinical=Mod,Functional=Low,Service=Min" 0.8914
C2F1S1 "Clinical=Mod,Functional=Low,Service=Low" 0.9723
C2F1S2 "Clinical=Mod,Functional=Low,Service=Mod" 1.8496
C2F1S3 "Clinical=Mod,Functional=Low,Service=High" 2.1013
C2F2S0 "Clinical=Mod,Functional=Mod, Service=Min" 0.9949
C2F2S1 "Clinical=Mod,Functional=Mod,Service=Low" 1.0758
C2F2S2 "Clinical=Mod,Functional=Mod,Service=Mod" 1.9532
C2F2S3 "Clinical=Mod,Functional=Mod,Service=High" 2.2048
C2F3S0 "Clinical=Mod,Functional=High,Service=Min" 1.0329
C2F3s1 "Clinical=Mod,Functional=High,Service=Low" 1.1139
C2F3S2 "Clinical=Mod,Functional=High,Service=Mod" 1.9912
C2F3S3 "Clinical=Mod,Functional=High,Service=High" 2.2429
C2F4S0 "Clinical=Mod,Functional=Max,Service=Min" 1.2005
C2F4S1 "Clinical=Mod,Functional=Max,Service=Low" 1.2814
C2F4S2 "Clinical=Mod,Functional=Max,Service=Mod" 2.1588
C2F4S3 "Clinical=Mod,Functional=Max,Service=High" 2.4105
C3F0S0 "Clinical=High,Functional=Min,Service=Min" 1.1973
C3F0Ss1 "Clinical=High,Functional=Min,Service=Low" 1.2782
C3F0S2 "Clinical=High,Functional=Min,Service=Mod" 2.1556
C3F0S3 "Clinical=High,Functional=Min,Service=High" 2.4073
C3F1S0 "Clinical=High,Functional=Low,Service=Min" 1.2922
C3F1s1 "Clinical=High,Functional=Low,Service=Low" 1.3731
C3F1S2 "Clinical=High,Functional=Low,Service=Mod" 2.2504
C3F1S3 "Clinical=High,Functional=Low,Service=High" 2.5021
C3F2S0 "Clinical=High,Functional=Mod,Service=Min" 1.3957
C3F2s1 "Clinical=High,Functional=Mod,Service=Low" 1.4766
C3F2S2 "Clinical=High,Functional=Mod,Service=Mod" 2.3540
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HHRG Group HHRG Description Case-Mix Weight
C3F2S3 "Clinical=High,Functional=Mod,Service=High" 2.6056
C3F3S0 "Clinical=High,Functional=High,Service=Min" 1.4337
C3F3s1 "Clinical=High,Functional=High,Service=Low" 1.5147
C3F352 "Clinical=High,Functional=High,Service=Mod" 2.3920
C3F3S3 "Clinical=High,Functional=High,Service=High" 2.6437
C3F4S0 "Clinical=High,Functional=Max,Service=Min" 1.6013
C3F4s1 "Clinical=High,Functional=Max,Service=Low" 1.6822
C3F4S2 "Clinical=High,Functional=Max,Service=Mod" 2.5596
C3F4S3 "Clinical=High,Functional=Max,Service=High" 2.8113

H.  Consolidated Billing

1. Background

Under the HHA consolidated billing requirenent
establ i shed by sections 4603(c)(2)(B) and (c)(2)(C) of the
BBA, the HHA that establishes the hone health plan of
care has the Medicare billing responsibility for all of
t he Medi care-covered honme health services listed in
section 1861(m of the Act that the patient receives
and are ordered by the physician in the plan of care.
Section 305 of BBRA of 1999 anended the consoli dated
billing | anguage governi ng home health PPS by
elimnating DVE covered as a honme health service from

t he consolidated billing requirenents.
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2. HHA Consolidated Billing Legislation

I Specific Provisions of the Legislation

Sections 4603(c)(2)(B) and (c)(2)(C) of the BBA
amend sections 1842(b)(6) and 1862(a) of the Act,
respectively, to require a new consolidated billing and
bundling of all home health services while a
beneficiary is under the plan of care. The statute now
requires paynent for all itens and services to be mde
to an agency. As stated above, section 305 of BBRA of
1999 excludes DME covered as a hone health service from
the consolidated billing requirenents.

Specifically, the law requires, "in the case of
home health services (including nedical supplies
described in section 1861(m(5), but excluding durable
medi cal equi pment to the extent provided for in such
section) furnished to an individual who (at the tinme
the itemor service is furnished) is under the plan of
care of a hone health agency, paynent shall be nade to
t he agency (without regard to whether or not the item
or service was furnished by the agency, by others under
arrangenent with them made by the agency, or when any
ot her contracting or consulting arrangenent, or

ot herwi se) . "
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Moreover, there will be separate paynment for DME
items and services provided under the hone health
benefit, which are under the DME fee schedule. As
di scussed previously, under the HHA PPS, DME covered as

a home health service as part of the Medicare honme

heal th benefit will continue to be paid under the DME
fee schedule and will also be excluded fromthe
consolidated billing requirenents. |In addition to the

prospective paynment amount for honme health services a
separate paynent amount will be made for DME currently
covered as a hone health service under the PPS.
3. Types of Services That Are Subject to the Provision
Under the consolidated billing requirenent, we
require that the HHA nust submt all Medicare clains
for all home health services included in section
1861(m of the Act (including nedical supplies
described in section 1861(m (5)) of the Act, but
excluding DVME to the extent provided for in such
section), while the beneficiary is under the hone
health plan of care established by a physician and
eligible for the home health benefit. The honme health
services included in consolidated billing are:

' Part-time or intermttent skilled nursing care.
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I Part-tinme or intermttent hone health aide
servi ces.

I Physical therapy.

I Speech-1 anguage pat hol ogy.

I COccupational therapy, nedical social services.

I Routine and nonroutine nmedical supplies.

I A covered osteoporosis drug (as defined in
section 1861(kk) of the Act-(not paid under PPS rate,
see 1833(a)(2)(A)), but excluding other drugs and
bi ol ogi cal s) .

I Medical services provided by an intern or
resident-in-training of the hospital, under an approved
teachi ng program of the hospital in the case of an HHA
that is affiliated or under common control with a
hospi tal .

I Services at hospitals, SNFs, or rehabilitation
centers when they involve equipnent too cunbersone to
bring to the hone.

4. Effects of This Provision

HHAs will no | onger be able to "unbundl e" services
to an outside supplier that can then submt a separate
bill directly to the Part B carrier. Instead, the HHA

itself will have to furnish the hone health services
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(except DME) either directly or under an arrangenent
with an outside supplier in which the HHA itself,
rather than the supplier, bills Medicare. Wth the
exception of DME, the outside supplier nmust | ook to the
HHA rather than to Medicare Part B for paynent.
Beneficiaries receiving DVME prior to establishnment of a
home health plan of care, can continue the relationship
with that same DVE supplier. The consolidated billing
requi renent elimnates the potential for duplicative
billings for the same services to the RHH by the HHA
and to the Part B carrier by an outside supplier. All
covered hone health services listed in section 1861(m
of the Act, (including medical supplies described in
section 1861(m (5) of the Act, but excluding DVE to the
extent provided in such section) ordered in the
patient's plan of care nust be billed by the HHA

As di scussed in the proposed rul e published on

Oct ober 28, 1999, the responsibility for consoli dated
billing noves to the transfer HHA. The consoli dated
billing requirenent enhances the HHA's capacity to neet
its existing responsibility to oversee and coordi nate
t he Medi care-covered honme health services that each of

its patients receives.
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Consi stent with SNF PPS consolidated billing, the
beneficiary exercises his or her freedom of choice for
the entire hone health benefit of services listed in
section 1861(m of the Act, including nedical supplies
described in section 1861(m (5) of the Act, but
excl uding DME as a honme health service by choosing the
HHA. Once a home health patient chooses a particul ar
HHA, he or she has clearly exercised freedom of choice
with respect to all items and services included within
the scope of the Medicare honme health benefit (except
DVME). The HHA's consolidated billing role supersedes
all other billing situations the beneficiary my w sh
to establish for home health services covered under the
scope of the home health benefit during the certified
epi sode.

Current law is silent regarding the specific terns
of an HHA's paynment to an outside supplier, and does
not authorize the Medicare programto inpose any
requirenents in this regard. W renmain concerned,
however, over the potential for the provision of
unnecessary services, and will continue to eval uate
approaches addressing this concern. One appropriate

way to address any abusive practices would be through
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nore vi gorous enforcement of existing statutes and
regul ati ons (such as nedi cal review procedures).
Furthernore, since under current |aw, an HHA s
relationship with its supplier is essentially a private
contractual matter, the ternms of the supplier’s paynent
by the HHA nust be arrived through direct negotiations
bet ween the two parties thenmselves. Accordingly, we
believe that the nost effective way for a supplier to
address any concerns that it may have about the
adequacy or tineliness of the HHA's paynent woul d be
for the supplier to ensure that any ternms to which it
agrees in such negotiations satisfactorily address
t hose concerns. Finally, we note that matters relating
to the enforcenent of the statutory anti-kickback
provisions lie exclusively within the purview of the
O fice of the Inspector General, and any questions or
concerns in this area should be directed to the
attention of that agency.

5. Effective Date for Consolidated Billing
The effective date for consolidated billing is

Oct ober 1, 2000.



